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FOREWORD 


GOVERNMENTAL efforts to promote the economic security of our servicemen are 
directed toward the solution of two sets of problems—adjusting the existing finan- 
cial relations of those inducted to limit hardship and prevent unnecessary sacrifice; 
and readjusting their relations at the termination of service to provide advantage- 
ous conditions for re-entry into civilian life. 

Naturally, governmental efforts concerned with problems in adjustment upon 
entry into service are much easier to define at this time than readjustment policies, 
which are merely in process of formulation Government’s protection program in 
the first case has apparently reached mature form, with the passage of the Pay Re- 
adjustment Act of 1942, the Servicemen’s Dependents Allowance Act of 1942, and 
the Soldiers’ and Sailors’ Civil Relief Act Amendments of 1942. Here Government 
has acted in two ways: positively, to increase the serviceman’s pay, to provide a 
system of dependents’ allotments and allowances, and to set up National Service 
Life Insurance; and negatively, to prevent private creditors from pursuing their 
remedies for default by servicemen upon their obligations. 

The governmental program to sclve the economic problems of the serviceman 
when he will return to civilian life is still somewhat amorphous. Except for the 
re-employment provisions of the Selective Training and Service Act and kindred 
state legislation, postwar policies in this field are in the realm of discussion rather 
than actuality. But the time is ripe for a delineation of the present state of af- 
fairs, and for suggestions. Plans must be made now. Whether peace comes soon 
or late, it may very well catch us unprepared. A program must be formulated for 
prompt application. 

This volume treats principally tke relations of our Government to the service- 
man’s economic security. Some articles have been included which relate to the 
programs of our allies, for purposes of comparison or contrast. For example, the 
article on British wartime relief reveals that in Great Britain a moratorium is 
available to all whose financial cordition is seriously affected by war, and not 
merely to soldiers; and that reduction as well as suspension of obligations may 
be arranged in prover cases. Some articles have also been included relating to 
the activity of private enterprise in elds in which Government has intervened for 
the protection of servicemen. 

The symposium is obviously not intended to deal with all problems of the 
serviceman, nor even with all problems affecting his economic security. The vast- 
ness of the general topic necessitates treatment only of some problems considered 
to be representative. 

RoBert H. SKILTON 
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Allowances to Dependents of Servicemen in the 
United States 


By DENZEL C. CLINE 


HE problem of financial support 

for the dependents of men in the 
armed forces is one that has a vital 
bearing on the morale, both of the fizht- 
ing man and of those who previously 
have been supported by him. The wag- 
ing of total war necessitates the induc- 
tion of millions of men into the Army 
and Navy, and creates a social obliga- 
tion to provide some measure of finan- 
cial assistance to their families. 

As early as 1940, after the Selective 
Training and Service Act was adopted, 
the Federal Security Agency began 
study of means of meeting dependency 
of relatives of men in military service. 
The Family Security Committee, com- 
posed of representatives from twenty- 
nine national welfare organizations and 
Federal agencies, proposed a specific 
plan in 1941 for a system of allotments 
ard allowances to dependents of men 
in the armed forces. Conferences be- 
tween representatives of the Federal 
Security Agency, the War Department, 
and the Navy Department resulted in 
tke drafting of a bill for family allow- 
ances which was introduced in both 
houses of Congress early in 1942. The 
Senate subcommittee of the Committee 
on Military Affairs and the House Com- 
mittee on Military Affairs each con- 
ducted public hearings and practically 
rewrote the bills. The Senate bill (S. 
2467) was debated and passed the Sen- 
ate on June 4, and the House bill (H. R. 
7119) was adopted by the House on 
June 8. The House amended the Sen- 
ate bill by striking out everything after 


1 Senate Commuttee on Military Affairs, 
Hearing on Family Allowances, April 29, 1942, 
pp. 27, 28, Appendix II, Report and Recom- 
mendations of Family Security Committee. 


the enacting clause and substituting the 
text of the House bill. This resulted 
in a conference committee, and after 
concessions by both sides, a revised bill 
was accepted by both houses and was 
finally approved on June 23 as “The 
Servicemen’s Dependents Allowance Act 
of 1942.”? There was almost no op- 
position to this legislation, and the bill 
as finally enacted had the full support 
of the War and Navy Departments. 


SCOPE OF THE ACT 


The act is divided into two distinct 
parts. Title I provides for the system 
of monthly payments to dependents 
financed jointly by deductions from the 
pay of the serviceman and contributions 
by the Federal Government. ‘Title II 
amends the Selective Service Act with 
respect to the basis of deferments and 
the order in which men shall be in- 
ducted into the land and naval forces. 

The principal provisions of Title I 
follow the same general pattern of the 
allowance and allotment act of 1917 
which provided financial assistance to 
the dependents of soldiers and sailors 
in World War I.’ The 1942 act covers 
“dependents of any enlisted man of the 
fourth, fifth, sixth, or seventh grades 
in the Army, Navy, Marine Corps, or 
the Coast Guard.” The term “enlisted 
man” includes any man who has been 
drafted (inducted) as well as anyone 
who has volunteered (enlisted). The 
ranks of servicemen included in the 
four eligible grades are private, private 
first class, technician fifth grade, cor- 
poral, technician fourth grade, and ser- 
geant, in the Army; and apprentice 


2 Public Law 625, 77th Cong., 2d sess. 
240 U. S. Stat. L., 401-5. 
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seaman, seaman second class, seaman 
first class, and petty officer third class, 
in the Navy. Officers and men of all 
higher ranks are excluded. 


PAYMENTS TO DEPENDENTS 


The act divides dependents eligible 
for financial assistance into two distinct 
groups. Class A includes the wife of a 
serviceman and unmarried children un- 


der the age of 18; also a former wife. 


divorced who has not remarried and 
to whom alimony has been decreed and 
is still payable. 

All others eligible for an allowance 
under the act are Class B dependents. 
This group includes parents and grand- 
parents of either the serviceman or his 
wife, but not more than two may receive 
allowances. Class B may also include 
brothers and sisters of the enlisted man, 
or a grandchild to whom the enlisted 
man has stood in loco parentis for at 
least one year prior to his entry into the 
service. No person is eligible for an 
allowance as a Class B dependent unless 
proof is submitted that he is actuallv 
dependent upon the serviceman for a 
“substantial” portion of his support, 


and the enlisted man can refuse to au- 
thorize the payment of the allowance. 
These two limitations do not apply to 
Class A beneficiaries. A child, grand- 
child, brother, or sister can be eligible 
for an allowance only if unmarried, 
under the age of 18, or if over 18, in- 
capable of self-support because of physi- 
cal or mental defect. 

A wife receives $50 per month, of 
which $22 is deducted from the service- 
man’s pay, and $28 is from public funds. 
In addition, the Government contributes 
$12 monthly for the first child and $10 
for each additional child. If the en- 
listed man has no wife but has children 
to support, the Government contributes 
$20 for the first child and $10 for each 
additional child to supplement the $22 
deducted monthly from the father’s pay. 

In the case of either a divorced wife 
who is still eligible for an allowance 
or an estranged wife living apart and 
under a court order or written agree- 
ment, the monthly payment shall not 
exceed the amount fixed by the court or 
by the agreement. The maximum gov- 
ernment contribution to a divorced wife 
is $20 per month. She may receive 


ALLOWANCES TO DEPENDENTS IN CERTAIN CASES 


Dependents 


Govern- | Deduction 
ment from 


contri- service- Payment 
bution man’s pay 
To Class A (regardless of whether any Class B dependent) 
Wife, if no child $28 $22 $50 
Wife with 1 child 40 22 62 
Wife with 2 children 50 22 72 
No wife, but 1 child 20 22 42 
To Class B (if there is no Class A dependent) 
1 parent 15 22 37 
2 parents 25 22 47 
1 parent and 1 sister or brother or grandchild 20 22 42 
Í parent and 2 sisters or brothers or grandchildren 25 22 47 
To Class B (ìf there is also a Class A dependent) 
1 parent 15 5 20 
2 parents 25 5 30 
1 parent and 1 sister or brother or grandchild 20 5 25 
1 parent and 2 sisters or brothers or grandchildren 25 5 30 
1 sister or brother or grandchild 5 5 10 
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her allowance even though one is being 
paid to the lawful wife of the enlisted 
man. The allowance of a divorced wife 
stops at the termination of the ccurt 
decree granting alimony or when she 
remarries. 

If the man has only Class A or only 
Class B dependents, the monthly decuc- 
tion from his pay is $22, regardless of 
the number of persons receiving allow- 
ances. However, if he has both A and 
B dependents, the deduction is $27 per 
month, of which $22 is allotted to Class 
A beneficiaries and the remaining $5 is 
apportioned among the Class B depend- 
ents. The serviceman cannot prevent 
the deduction or the payments to any 
Class A relative. In contrast, the pay- 
ment to any Class B dependent is volun- 
tary with the enlisted man. 

The schedule of benefit payments is 
somewhat complicated, especially when 
there are dependents in both classes and 
payments to several different kinds of 
relatives. The accompanying table in- 
dicates the amount contributed from 
public funds and the share provided by 
the enlisted man in some of the more 
usual situations. 

For Class B dependents the Govern- 
ment’s monthly contribution is as fol- 
lows: $15 for one parent, $25 for two 
parents, and $5 for each sister or 
brother, but the total may not exceed 
$50. When necessary, the Govern- 
ment’s contribution for each is reduced 
proportionately to bring the total within 
the maximum. 

The law stipulates the method of ap- 
portionment among beneficiaries of the 
allotment provided by the serviceman. 
If he has only Class A or only Class B 
dependents, the $22 deduction is appor- 
tioned among them in the same ratio as 
the allowance from public funds. When 
the serviceman has both A and B bene- 
ficiaries, $22 is apportioned among the 
Class A dependents as if they were the 
only beneficiaries; while the remaining 


$5 of the deduction is apportioned among 
the Class B dependents in the same 
ratio as the Government contribution. 


EFFECT OF THE Pay READJUSTMENT 
Act 


A significant change in the allowance 
bill before its adoption was the increase 
of $10 per month in the amount payable 
to the wife of a soldier or sailor. This 
occurred when the bill to raise the pay 
of servicemen (which was under con- 
sideration at the same time) was 
amended to provide larger increases to 
the two lowest grades than had been 
originally proposed Previously the 
base pay of a seventh-grade man (pri- 
vate or apprentice seaman) with less 
than four months’ service had been $21 
per month. The Senate bill doubled 
this figure by providing a minimum of 
$42, but at the insistence of the House 
this was raised to $50. On June 8, 1942 
the Senate instructed its conference com- 
mittee to accept the higher pay scale, 
and on the same day the House passed 
the allowance act after amending it to 
increase the monthly payment to the 
wife of a serviceman from $40 to $50. 

The Pay Readjustment Act of 1942 * 
increased the monthly base pay of each 
of the seven grades of enlisted men, the 
amount of the raise varying from $8 to 
as high as $29. The purpose of the act 
was to provide a more equitable grada- 
tion in the pay scale for the seven 
grades, and this was attempted by giv- 
ing a larger increase to some grades than 
to others. For the four grades of men 
whose dependents are covered by the al- 
lowance act, the base pay is as follows: 
seventh, $50; sixth, $54; fifth, $66; 
fourth, $78. When the man is serving 
outside the continental United States or 
is on sea duty, the pay is increased 20 | 
per cent. There is also an increase of 
5 per cent for every three years of serv- 


4 Public Law 607, 77th Cong, 2d sess., ap- 
proved June 16, 1942, 
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ice, not to exceed thirty years. The 
Pay Readjustment Act made no change 
in the pay scale of commissioned of- 
ficers except to increase the pay of sec- 
ond lieutenants, but it did increase the 
subsistence and rental allowances of 
officers. 

After the issue of increased pay had 
been settled, Congress revised the sched- 
ule of deductions from pay in the allow- 
ance bill. Instead of $20. and $25 as 
first proposed, the deductions were fixed 
at $22 and $27 respectively. The higher 
deduction is made only when the serv- 
iceman has both A and B dependents. 
Since the payment to a wife was stepped 
up from $40 to $50 per month, this 
meant that only $2 of the $10 increase 
was provided from the enlisted man’s 
contribution. The public contribution 
for the first child also was increased by 
$2, making it $12 per month. 

The prevailing attitude of Congress 
in liberalizing both the pay of enlisted 
men and the allowances to their depend- 
ents is epitomized in the statement of 
Congressman Thomason to the House 
when presenting the report of the Com- 
mittee on Military Affairs on the allow- 
ance bill: 


As was said the other day in connection 
with the pay bill, you cannot pay a fighting 
soldier what he deserves. It is impossible 
to adequately reward patriotism and brav- 
ery. Certainly you cannot pay dependent 
members of the fighting man’s family what 
they deserve. ... We have certainly leaned 
to the liberal side. All doubts have been 
resolved in favor of the soldier and his 
family.’ 


ÅDMINISTRATION 


The system of family allowances is 
administered by the War Department 
for dependents of men in the Army, and 
by the Navy Department for depend- 
ents of men in the Navy, the Marine 


5 Congressional Record, June 8, 1942, p. 
5192. 


Corps, and the Coast Guard.* The Bu- 
reau of War Risk Insurance in the 
Treasury Department administered “am- 
ily allowances during World War I, but 
there was criticism of the way the sys- 
tem was handled. When the 1942 act 
was being considered, there was general 
agreement that the plan for allowances 
should be under the direction of the 
Secretary of War and the Secretary of 
the Navy. The War and Navy Depart- 
ments pay the wages and maintain the 
records of the men in the armed forces. 
Since they must make the deductions 
for allotments from the pay of enlisted 
men, it is logical for them to handle the 
payment of family allowances. The act 
provides that these are payable by the 
War and Navy Departments from any 
appropriations provided for the pay of 
enlisted men. The Secretaries of the 
two Departments are empowered to pre- 
scribe necessary regulations and to dele- 
gate authority to subordinates to ad- 
minister the law." 
Allowances are paid only after the fil- 
ing of an application on an official form. 
Ordinarily the application is filed by the 
serviceman, but this can be done by a 
dependent or someone acting in his be- 
half. No money received from an allow- 
ance may be paid to an agent or attor- 
ney for services rendered in obtaining 
an allowance. The Army application 
form is in three sections: the “original” 


6 The Office of Dependency Benefits of the 
War Department, which includes as one of 
its component parts the former Allowance 
and Allotment Branch, AGO, was moved from 
Washington, D. C., to 213 Washington Street, 
Newark, New Jersey, in December 1942, be- 
cause of overcrowded conditions in the Na- 
tional Capital. The Office of Dependeacy 
Benefits administers not only the Family Al- 
lowance, but also the Class E Allotment, au- 
thorized by Army men from their pay on 
behalf of dependents, or to banks for personal 
account, or to an insurance company to pay 
premiums on life insurance. 

7At the time of writing, copies of these 
regulations were not available. 
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copy is sent by the soldier’s command- 
ing officer to the Office of Dependency 
Benefits of the War Department; the 
“official” copy is filed with the soldier’s 
service record; and the third copy is 
retained by the applicant. A somewhat 
different form is used by the Navy 
Department. 


PROOF oF ELIGIBILITY 


Documentary proof, such as certified 
copies of birth and marriage records, 
must be presented to establish legal 
eligibility of a dependent for an allow- 
ance. Such documents must be sub- 
mitted within six months from the time 
that the serviceman files the application, 
but must accompany it if the applica- 
tion is made by anyone else. In the 
case of a Class B dependent, affidavits 
are required from at least two reputable 
persons not related by blood or mar- 
riage to either the dependent or the sol- 
dier, and who swear that they have no 
financial interest in the allowance. 
They must testify to the relationship 
of the dependent to the serviceman and 
the proportion of financial support con- 
tributed by the latter. The presenta- 
tion of documentary evidence is essen- 
tial to ensure that only those persons 
who are lawfully eligible will receive 
family allowances. However, this re- 
quirement sometimes causes delay in 
beginning payments, often is an in- 
convenience to those concerned, and 
adds to the volume of administrative 
work in the approval of applications. 

A Class B dependent must be “found 
by the Secretary of the Department 
concerned to be dependent upon such 
enlisted man for a substantial portion 
of his support.” What constitutes a 
“substantial portion” is left, therefore, 
for determination by administrative 
regulation. The fact that administra- 
tive officials rely upon affidavits from 
two disinterested persons simplifies the 
problem of determining the degree of 


dependency. It would be an enormous 
task if they were required to make a 
thorouzh investigation of the actual 
need of every Class B dependent for 
assistance. 

The act endeavors to protect the 
Treasury by prescribing stiff penalties 
for fraud and perjury. The official de- 
scriptive booklet® and the various 
standard forms (the application, aff- 
davit of dependency, and reports of 
change of status and change of address) 
warn applicants and signers of affidavits 
by quoting these provisions of the law. 
Whoever obtains a family allowance 
“without being entitled thereto and with 
intent to defraud, shall be punished by 
a fine of not more than $2,000, or by 
imprisonment for not more than one 
year, or both.” Anyone who knowingly 
makes a false statement of a material 
fact in an application, affidavit, or other 
paper shall be guilty of perjury and 
punishable by a fine of not more than 
$5,0C0, or imprisonment for not more 
than two years, or both. Other checks 
against fraud are: (1) the serviceman 
knows if a deduction is being made from 
his pay; (2) a Class B allowance must 
be approved by him; (3) statements on 
an application for an allowance may be 
checxed against selective service and 
other records; (4) a fraudulent state- 
men: by an enlisted man would have 
a serious effect on his official service 
record. 


POWERS OF THE DEPARTMENTS 


The law provides that all determina- 
tions of facts made by the Departments 
in administering family allowances shall 
be mnal and conclusive, and shall not 
be subject to review by accounting of- 
ficers of the Government or by the 
courts. 

At the request of the War Depart- 


8U S. War Department, Office of Depend- 
ency Benefits, Monthly AHowances for the De- 
pendents of Soldiers, Booklet FA~1. 
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ment, the following additional provision 
was inserted in the act: 


The General Accounting Office shall not 
refuse to allow credit in the accounts of 
any disbursing officer for any erroneous 
payment or overpayment made by him in 
carrying out the provisions of this title 
unless such erroneous payment or over- 
payment was made by him as the result 
of his gross negligence or with the intent 
to defraud the United States... 


It was pointed out at the hearings 
that it was inevitable that there would 
be some erroneous payments and over- 
payments, especially when a soldier is 
outside the country and cannot be 
reached quickly. It was feared that in 
such cases the account of the disbursing 
officer making the overpayment would 
be suspended by’ the Comptroller- 
General thus working a hardship 
against an innocent disbursing officer.’ 


EFFECTIVE PERIOD or ALLOWANCES 


For men already in service on June 
1, 1942, allowances to dependents began 
to accrue as of that date, if application 
was made prior to December 23, 1942, 
and if the serviceman did not request 
a later effective date; while for others 
allowances begin from the first of the 
month following the date of application. 
To permit sufficient time to set up the 
necessary administrative machinery, it 
was specified that payment to depend- 
ents should not begin until after No- 
vember 1, 1942. However, an amend- 
ment to the act on August 20, by 
deleting the sentence prescribing the 
date, permitted the Departments to be- 
gin payments as soon as they were 
ready.2° The American Red Cross pro- 
vides assistance to dependents of serv- 
icemen in hardship cases or emergen- 


a Senate Committee on Miulitary Affairs, 
Hearing on Family Allowances, April 29, 1942, 
pp. 8-9 

10 Public Law 705, 77th Cong, 2d sess, ap- 
proved August 20, 1942 


cies, such as delay in receiving the 
family allowance. 

All allowances are to terminate six 
months after the present war ends. 
They are payable in the meantime only 
as long as the serviceman and the bene- 
ficiaries remain eligible. Allowances 
stop upon the serviceman’s death, dis- 
charge from the service, or promotion 
to a grade above the fourth. They also 
terminate upon conviction of desertion, 
or after three months’ absence in deser- 
tion, whichever occurs first. A change 
in the status of a dependent which 
makes him ineligible must be reported 
to the Department administering the 
allowance. Such changes include: (1) 
the death of the beneficiary; (2) the 
marriage of a brother, sister, child, or 
grandchild; (3) the attainment of age 
18 of any of the preceding, unless physi- 
cally or mentally incapable of self- 
support; (4) the cessation of depend- 
ency of any Class B relative; and (5) 
the request of the enlisted man that the 
allowance to a Class B dependent be 
terminated. A special form is provided 
for reporting a change of status of a 
dependent. This is used to report any 
change resulting in eligibility and also 
for cases becoming eligible, such as the 
birth of a child. 


RELATION TO SELECTIVE SERVICE 


The policy of draft boards regarding 
the induction of men with dependents 
into the armed forces is so closely re- 
lated to family allowances that Title IJ 
was added to the allowance bill by the 
Senate, and later agreed to by the House 
upon recommendation of its conference 
committee. Title IJ amended the Se- 
lective Service Act by deleting the defi- 
nition of dependency which had previ- 
ously guided selective service officials, 
and it authorized the President to pre- 
scribe regulations to govern deferments 
from military service. Title II also pro- 
vides that although the family allow- 
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ances available for a man’s dependents 
shall be taken into consideration, this 
shall not remove dependency as a 
ground for deferment. Title II also 
provides that regardless of financial 
considerations, married men maintain- 
ing a bona fide family relationship may 
be deferred. 

Immediately following the signing of 
the allowance act by the President, an 
order was issued directing draft bcards 
to draft selectees in the following order: 
(1) those without financial dependents; 
(2) those with Class B dependents but 
not wives or children; (3) those with 
wives; and (4) those with wives and 
children or with children alone. 

Selective service records showed that 
up to January 31, 1942, 65 per cent of 
the registrants had been deferred be- 
cause of dependents, and 59 per cent 
of the total registrants were married.** 
Since then, the draft has been extended 
to the 18- and 19-year-old men. This 
has delayed somewhat, but has not 
avoided, the necessity of inducting men 
with families. This latter group is the 
one for which the cost to the Govern- 
ment of allowances to dependents is 
most expensive per man inducted. The 
aggregate cost of allowances is held 
down somewhat by the fact that men 
with families are called last. However, 
this was not the reason for the preferen- 
tial treatment of married men. The 
guiding philosophy was well expressed 
in the report of the House Committee 
on Military Affairs which was submitted 
before Title II was added to the allow- 
ance act: 


Your committee believes that iz would 
be injurious to the welfare of our country 
to have local draft boards feel that men 
with families can be freely induczed into 
the armed services. There is certainly a 
genuine social reason for preserving estab- 


11Senate Committee on Military Affairs, 
Report No. 1431, ANowances for Servicemen’s 
Dependents, June 1, 1942, p. 4. 


lished families. Neither does your com- 
mittee feel that ıt would be to the best 
interests of our Nation to enact legislation 
which might give the impression to local 
draft boards that financial considerations 
are the only basis upon which families are 
established and maintained. In other 
words, established families should not be 
indiscriminately uprooted and torn from 
their mooring solely because of the fact 
that their financial needs have been taken 
care of, and we certainly do not, by the 
passage of this legislation, wish to give 
either the local draft boards or the Ameri- 
can public such an impression.?* 


Cost oF ALLOWANCES 


The ultimate cost of the allowance 
system necessarily is in the realm of 
conjecture, since it depends on two un- 
knowns—the number who will receive 
allowances, and the length of time they 
will be paid. The law fixes a scale of 
monthly payments for the different cate- 
gories of dependents, and authorizes 
payments from June 1, 1942 until six 
months after hostilities cease. The 
number of allowances approved by the 
War „Department alone had reached 
1,294,852 by the end of the calendar 
year 1942, and total payments of more 
than $210,000,000 had been made.*® 

The size of the military establishment 
has been expanding enormously, and by 
the beginning of 1943 had reached more 
than six million men. An expansion to 
perhaps ten million or more is expected, 
the total depending largely on how long 
the war continues. The cost of allow- 
ances will rise much faster in proportion 
than the number of men in service, be- 


12 House of Representatives, Committee on 

Military Affairs, Report No. 2190, Providing 
Family AHowances for the Dependents of En- 
listed Men of the Armed Forces, June 1, 1942, 
De. 
18 Letter to the author, dated January 26, 
1943, from the War Department, Office of 
Dependency Benefits More complete statis- 
tical information was requested, but was not 
available at that time. 
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cause (1) more men with dependents 
will of necessity be called, since those 
without dependents are taken first; and 
(2) more married men will be inducted, 
and the scale of allowances to Class A 
beneficiaries is higher than for Class B. 

In World War I, when we had only 
4,700,000 men in the armed forces, the 
total payments to dependents amounted 
to $583,000,000, of which $282,000,000 
was contributed by the Government."* 
The scale of allowances was much lower 
than at present. For example, the Gov- 
ernment’s share was $15 per month to 
the wife of a serviceman, as compared 
to $28 now. The greater number of al- 
lowances, the moré liberal scale of bene- 
fits, and the probability that allowances 
will be given for a longer period of time 
mean that the cost of the allowance 


14 House of Representatives, Committee on 
Military Affairs, Hearings on ANowances and 
Allotmenis for Dependenis of Military Per- 
sonnel, May 15, 1942, p 63. 


system in this war will far exceed the 
cost of that of the first World War. 


CONCLUSION 


Although the cost of allowances will 
undoubtedly be large, it will constitute 
a relatively small part of the total cost 
of the war. In any case, allowances are 
essential; it is unthinkable that we 
should not provide at least some assist- 
ance to families when the men who sup- 
port them are asked to serve their coun- 
try. A fighting ‘man should not have 
to worry too much about the financial 
problems of his family. From the 
standpoint of his morale, the welfare of 
his dependents, and our national unity, 
the payment of allowances is desirable. 
The size of the allowances may seem 
large in comparison with those given in 
the last war, but in most cases they are 
far from sufficient to maintain the de- 
pendents without supplementation from 
other sources of income. 
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Spe eg ae ay A 


Family Allowances: An Anglo-American Contrast 


By HELEN TARASOV 


HE enlargement of a small profes- 

sional army of volunteer soldiers 
into a conscript citizen army has in all 
countries made urgent the problem of 
caring for millions of soldiers’ depend- 
ents. The system of aid adopted may 
have considerable effect on both mili- 
tary and civilian morale, especially 
when dependency is not regarded as a 
ground for deferment; and only in the 
United States has family status deter- 
mined selective service classification in 
wartime. The types of grant vary 
widely, in line with customary social 
criteria in each country.* 

In Great Britain the allotment, allow- 
ance, and War Service Grant schemes 
have been a recurrent subject of par- 
liamentary debate since before the war, 
and have undergone a Series of piece- 
meal revisions over the past four years. 
Some of the worst disparities, such as 
those between identical ranks in dif- 
ferent services, have gradually been ad- 
justed, but many anomalies persist. 
The present description of British al- 
lowances: and grants is limited to the 
provisions for financial aid to families 
of privates and noncommissioned offi- 
cers through the rank of warrant of- 
ficer; like official discussion to date, it 
is focused on tne Army, disregarding 
exceptions peculiar to the Navy or the 
Air Force. 

1 For extensive factual survey of the allow- 
ance systems in a large number of countries in 
1940, see Marianne Sakmann, “Foreign Pro- 
visions for the Dependents of Mobilized Men,” 
Soctal Security Bulletin, Vol. 4, No. 4, April 
1941 This article was reprinted as Appendix 
IV in the Hearings before the Committee on 
Military Affairs, House of Representatives, 
on H. R. 6948, Allowances and Allotments for 
Dependents of Miktary Personnel, May 12, 14, 
and 25, 1942, pp. 15-27. For Sweden, see Alva 
Myrdal, “Social Security in War and Peace,” 
Trust and Estates (June 1942), pp. 551-55. 


BACKGROUND 


Unlike the United States, the British 
Government supplemented the pay of 
married enlisted men as well as officers 
in its armed forces long before the war, 
in line with the policy of flexible bene- 
fits related to family needs and status 
which is found throughout all British 
public aid systems. Such a policy was 
also made necessary by the low pay of 
servicemen. 

The system in force at the present 
time (winter of 1942-43) is a great im- 
provement over the meager prewar start- 
ing point. In peacetime, military serv- 
ice being voluntary, no allowances were 
made except for wives and children, and 
even marriage allowances, at 7s. a week,’ 
were limited to men over 26 and not on 
the married quarters roll. The chil- 
dren’s weekly payments were 5s. for 
the first child, 3s. for the second, 2s. 
for the third, and 1s. for the fourth 
and any subsequent children—a system 
scarcely designed to encourage family 
men to enlist. On April 30, 1938, con- 
cessions were made to eligible married 
men in the form of free medical atten- 
tion and conveyance to a new station 
for their families. With war threaten- 
ing, the age limit was reduced to 20 on 
July 1, 1939, and finally abolished for 
the duration. Other provisions were 
extended and liberalized in conjunction 
with the establishment of compulsory 
military service. For example, depend- 
ents’ allowances were introduced be- 
cause compulsory service drew many 
men into service who were responsible 
for maintaining relatives other than 
wife or children. 

Although the historical development 
of the British allowance system is of 

2 One shilling equals approximately 20 cents. 
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considerable interest in reflecting cur- 
rent political and economic conditions, 
it will here suffice to say that present 
levels were obtained by concessions 
every few months. The rates and con- 
ditions quoted below have been in effect 
for varying lengths of time. The in- 
crease in real payments has been small 
because of the rise in living costs. 
From the outbreak of the war to last 
fall, the basic cost of living (food, rent, 
clothing, light, and fuel) had gone up 
30 per cent.* In the early months of 
the war, allowance increases lagged be- 
hind rapidly rising prices. However, the 
rise in living costs has slowed down, 
and reforms in the allowance system are 
still pending.” The gradual betterment 
of the program, which undergoes peren- 


8 For detailed history, see Command Papers 
6043, June 1939, Military Training Act 1939 
and Reserve and Auxikary Forces Act 1939, 
Provision of monetary assistance to persons 
lable to training or service, m respect of de- 
pendants and certain other financial obliga- 
tions; 6138, Nov. 1939, Allowances for Fami- 
hes and Dependants of Men Serving in H. M 
Forces During the Present War; 6186, March 
1940, ANowances for Dependants of Men Serv- 
ing in H. M. Forces During the Present War; 
6260, April 1941, AHowances for Dependants 
of Men Serving in H. M. Forces During the 
Present War; 6318, Oct. 1941, Improved Ar- 
rangements for Making Provisions for Families 
of Members of H. M. Forces During the Pres- 
ent War; 6336, Feb. 1942, Additional Financial 
Provision for Members of H. M. Forces and 
Their Families and Dependants; 6385, August 
1942, Pay and Allowances of the Armed 
Forces. House of Commons, Parliamentary 
Debates, Official Papers, London, Nov. 1939, 
VoL 353; March 1940, Vol. 358; April 1941, 
Vol. 371; Oct. 1941, Vol. 374; Sept 1942, Vol 
383. Summary versions can be found in the 
Monthly Labor Review, publications of the 
British Information Services (official govern- 
ment viewpoint), and the London Times of 
corresponding dates 

4 Parliamentary Debates, Vol. 383 (Sept. 10, 
1942), p 403 
,  § Parkamentary Debates, Sept 1942, p. 489, 
`~ Major Conant: “This is not by any means the 
last Debate we shall have on his subject.” P, 
494, Mr. Tinker. “Nobody who has listened 


nial discussion, probably has helped to 
keep its provisions more or less ad- 
justed to current demand. 


PRESENT PROVISIONS 


In considering the British scheme, 
four variable bases must be kept in 
mind: (a) a serviceman’s ê pay; (0) the 
voluntary allotment” from it; (c) the 
corresponding government allowance 8 to 
either his immediate family® or his 
other dependents +°—not both; and (d) 
a possible supplementary War Service 
Grant ** paid after investigation of re- 
sources and needs. 


Pay rates 


The pay rate of the man determines 
the level of allotment and the total al- 
lowance, so that it must be considered 


to the Debate can doubt that the overwhelm- 
ing opinion of the House is that the proposals 
made by the Government are not sufficient ” 
Many other members spoke in the same vein, 
and only two speakers, one lukewarm and the 
other practically feudal in viewpoint, spoke in 
favor of the newest revisions. 

8 Serviceman—person in any of the armed 
or auxiliary forces; here limited to persons be- 
low commissioned rank 

7 Allotment—voluntary contribution: of fixed 
amount, graduated according to range of pay, 
deductible from a serviceman’s pay and pay- 
able to his family or dependents 

8 Allowance—payment to serviceman’s fam- 
ily or dependents of a government contribu- 
tion contingent on his allotment. 

®Family—wife and children of serviceman 
but not husband or children of servicewoman, 
eligible for government allowance if husband 
makes qualifying allotment. 

10 Dependent—serviceman’s or servicewom- 
an’s dependent grandparents, parents, foster 
parents. brothers, sisters, grandchildren, and 
wives (married or “unmarried”) and children 
for some reason meligible for family allowance. 

11 Wer Service Grant—supplementary non- 
charity government payment related to pre- 
service maintenance, available means, fixed 
commitments, and minimum needs; payable to 
families and dependents of both enlisted men 
and officers. 
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as an integral part of the service family- 
aid schemes. Part of the labyrinthine 
complication of the British allowance 
system arises from the scores of pay 
rates in the Armv and Navy, rather 
than from any unusual complexity ir: the 
allowances and grants themselves. In 
a letter to the London Times of Sep-em- 
ber 9, 1942, Major Milner, M. P., stated 
that the Army alone had nearly two 
hundred pay rates. This was admitted 
by’ the Government in later debates. 
Until very recently inequalities existed 
in the pay of corresponding ranks of 
different services. The pay rate is fur- 
ther complicated by the existence of a 
higher 1919 scale for enlistments before 
1925. However, consolidated rates are 
to be introduced shortly.’ Women, it 
should be noted, are paid at two-thirds 
of men’s rates. Rates quoted are al- 
ways weekly. 

The base pay ol the private soldier, 
sailor, or airman now totals 215. a 
week, of which one-third is wartime 
allowance.’* In addition, 3s. 6d. is set 
aside for service since January 1, 1942 
as a nest egg payable upon discharge 
after the war, similar to the deferred 
savings of civilians.” 


Allotment, family allowance, and War 
Service Grants 


The married soldier who wishes his 
wife (whether legal or otherwise) to re- 
ceive an allowance must allot her at 


12See Parliamentary Debates, Vol 383 
(Sept 10, 1942), p. 457. 

18 Official exchange rates, as quoted in the 
Federal Reserve Bulletin, have been rounded 
for convenience in conversion £1 (United 
Kingdom), official rate $4035, conversion 
rates, £1 = $400, 1s = 20¢; 6d = 10¢ 

14 Until September 1942, additional wartime 
service pay was 3s 6d. for men and 2s. 4d. 
for women, or half the present amount. 

15 Cmd 6336, Feb. 1942, Additional Finan- 
cial Provision for Members of H. M. Forces 
and Their Families and Dependants, Nos 7 
through 10. 


least 3s. 6d. of his pay; this qualifies 
her to receive an additional 21s. 6d. 
from the Government, or a total of 25s. 
The qualifying allotment and the total 
allowance rise with the soldier’s pay, 
but the government contribution de- 
creases after a certain level is reached: 
if a soldier makes more than 28s.. 
($5.60) a week, he must contribute 3s. 
6d. plus four-sevenths of his excess pay. 
Children’s allowances, now payable from 
three months before birth, are fixed at 
9s. 6d. for the first child, 8s. 6d. for 
the second, and 7s. 6d. for the third 
and each subsequent child.*? 

If the regular allowance is insuf- 
ficient, a supplementary War Service 
Grant up to a maximum of £3 a week 
is obtainable. It is computed in such 
a way as to bring family income, includ- 
ing allowances, up to at least 18s. per 
adult *® and 9s. per school-age child for 
personal maintenance in addition to 
fixed commitments.1® The unit stand- 
ard is a minimum. 


If the famuly standard of living before 
the man’s service was on a level higher 


16 Child—-child up to school-leaving age, 
whether 14 or 15, and older child actually in 
school 

17 Increases announced by Sir Stafford 
Cnpps, Parkamentary Debates, Vol. 383 (Sept. 
10, 1942), p 385. 

18 Formerly 16s. per adult unit, 8s per child. 
Increase announced by Su John Anderson on 
Nov 26, published in London Times, Nov. 27, 
1942 

18 Commitment—fixed expenditures disre- 
garded in computing necessary maintenance 
income of family for purpose of War Service 
Grants. Commitments include any of the 
following, and may be paid for by Govern- 
ment in addition to allowances rent, property 
taxes, InSilrance premiums, mortgage interest, 
installment purchase payments, educational 
charges, war damage contributions, repairs to 
owner’s home, additional rent for bombed-out 
renter who is paying double rent. Mainte- 
nance income is the amount regarded as requi- 
site for personal maintenance after payment of 
fixed household commitments 
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than 16s. [now 18s.], after paying rent and 
standing charges, the War Service Grant 
is assessed with regard to that higher level. 
It is limited only by the maximum of £3 
per week.?° 


Besides regular service allowances 
and War Service Grants, special emer- 
gency grants have been payable, since 
October 1941 to cover expensive ill- 
nesses and funerals. If an illness costs 
over £2, the grant may go as high as 
£10 ($40); up to £7 10s. ($30) is avail- 
able toward the cost of a funeral. Extra 
rent grant of 3s. 6d. is made in the Lon- 
don Postal area. 


Dependents’ allowances 


Dependents’ allowances are alterna- 
tive to family allowance and require the 
same qualifying allotment as the latter. 
War Service Grants are available as a 
supplement. Conditions of eligibility 
are a specified degree of relationship, 
evidence as to material pre-service sup- 
port either actual or reasonably pros- 
pective, and its interruption by service. 
Capacity to work no longer bars an 
applicant, but the procedure used in 
computing a dependent’s right to an 
allowance has been attacked as a de- 
grading form of means test.** 

The incomes of the dependent and 
the dependent’s spouse and subde- 
pendents are aggregated, certain benefit 
payments are excluded,?? the usual 


20 Parliamentary Debates, Vol. 383 (Sept. 
10, 1942), p. 456 

21 Ibid, pp. 474-75, Col Medlicott: “... 
What many of us strongly object to is that 
the whole question of pay and allowances for 
the Fighting Services is based too much on a 
needs test.” 

22 Income is defined to exclude one-fifth of 
the earnings of each household member, rent 
or rental equivalent, the first 5s. of Friendly 
Society sick pay, the first 73. 6d. of weekly 
health insurance benefits, the first pound of a 
wound or disability pension, and half of any 
workmen’s compensation pay. 


abatements * deducted, and an amount 
not over 7s. each is added as an “as- 
sumed contribution” to general house- 
hold expenses by any self-supporting 
members of the household.** If the in- 
come per dependent adult does not 
reach 18s. 6d. after commitments, the 
soldier’s allotment is supplemented by 
a government contribution. The total 
allowance, including allotment, may be 
14s., 19s., 22s., 6d., or 26s., depending 
on the range of the man’s average 
weekly contribution for six months pre- 
ceding service, or his likely contribution 
if he had been working.’ In either 
case, the estimated contribution is loaded 
to allow for wage rises since the date of 
enlistment. The maximum grant is re- 
stricted to a sole dependent without 
other support who had been receiving 
a comparable pre-service contribution 
from the serviceman. 

The net government allowance de- 
pends on other household income, in- 
cluding allotments, pre-service average 
contribution, household commitments, 
and absolute limits on total income. 
These limits are set so that maintenance 
income after commitments and includ- 
ing allotment and allowance may not 
exceed 16s. or 20s. per household mem- 
ber (depending on range of pre-service 
contribution), or 26s. for an entirely 
dependent person living alone. 

Unlike family allowance rates, de- 
pendents’ allowances include allotment; 
as a result, the net government payment 
falls as the serviceman increases his 
allotment, whether voluntarily or per- 
force—a provision that has led to fre- 
quent dissatisfaction. Allowances may 


23 Abatement—see “commitment,” note 19. 

24 Cmd. 6260, April 1941, Allowances for 
Dependants of Men Serving in H. M. Forces 
During the Present War, Nos. 2 and 3. 

25 Dependents of women in the services may 
get as low as 8s. 6d. in view of the lower 
qualifying allotment required. Cmd, 6336, 
Feb. 1942, op. ctt. note 15. 
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be received, however, on behalf of more 
than one serviceman in the family, 
within the income limits. 


ADMINISTRATION 


The Service Departments handle fam- 
ily and dependent allowances directly, 
with the help of Post Office facilities and 
the Assistance Board Officers who verify 
dependents’ claims. The Post Office 
deposits the serviceman’s savings to his 
account in the Post Office Savings Bank 
just as it does the civilian’s income tax 
postwar credit.2® It likewise acts as 
paymaster for family and dependent al- 
lowances, issuing the payee a bcok of 
drafts collectible one week in advance. 

However, the Post Office refused to 
handle War Service Grant applications, 
so that application forms were made 
available at the Assistance Boards, 
which also conduct the requisite investi- 
gation of circumstances.” The Pen- 
sions Ministry makes the final decision 
on the basis of information furnished 
by the Assistance Board and the regi- 
mental paymaster. Although originally 
the War Service Grants Advisory Com- 
mittee 7° was intended to supervise these 
grants, it seems to play a secondary 
role. The Assistance Boards also ad- 
minister temporary grants pending ap- 
proval of regular allowances. 

In England, the serviceman is ex- 
pected to initiate a claim for any of the 
three basic types of allowance, although 
the early requirement that he do so has 
been relaxed. Formerly the wife or 
dependent could start the claim only if 
the man were overseas. 


26 Cmd. 6336, op cit. (note 15), No. 9 

27 Parliamentary Debates, Vol. 374 (Oct. 16, 
1941), pp. 1540-41. 

28 First called the Military Services (Spe- 
cial Allowances) Advisory Committee. Its 
members are appointed by the First Lord of 
the Admiralty, the Secretary of State for War, 
the Secretary of State for Air, and the Minis- 
try of Labor (Cmd. 6043). 


The administration of all the schemes 
appears to be surprisingly loose in view 
of the several years of experience and 
criticisms. “It is impossible for compe- 
tent professional people who are taking 
an interest in Service Welfare and who 
complain bitterly that they cannot dis- 
cover the principles on which these pay- 
ments are fixed [sic].” 2 


Procedural difficultses 


Members of Parliament have attacked 
the cumbersome procedures as causing 
needless delay and widespread discon- 
tent. The War Service Grant procedure 
was thus described in one speech: 


. . . the application form . . . starts off, 
perhaps, either in the home of the wife, if 
the serving man is overseas, or in the 
orderly room. It goes to the regimental 
paymaster, then on to the [Advisory] 
committee, then to the Assistance Board, 
then back to the committee, and then it 
may even have to go back to the regimental 
paymaster if some change has taken place 
in the man’s circumstances since the appli- 
cation was first made. ... Many of the 
references back could be avoided if the 
committee were given a wider discretion. 
Applications are referred back chiefly in 
order to avoid any risk of overpayment of 
Treasury money. ... Some decentraliza- 
tion would be an effective improvement in 
the machinery.®° 


The paucity of information on the 
original forms probably makes inevi- 
table such cross checking. ‘Their sim- 
plicity, however, may be less discourag- 
ing to an applicant than the lengthy 
allowance forms required in the Ameri- 
can services. Nevertheless, the complex 
procedure in England leads to long de- 
lays in payment. A recruit may take a 
week to turn in his form, and six weeks 
may pass before the first allowance pay- 


28 Parliamentary Debates, Vol. 383 (Sept. 
10, 1942), p. 402, Mr. Willink. 

30 Parliamentary Debates, Vol. 374 (Oct. 16, 
1941), pp. 1582-83, Col Medlicott. 
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ment is made.*?| The normal delay in 
paying War Service Grants was esti- 
mated at five weeks even before the 
introduction of the flexible but compli- 
cated standard unit scheme. 

Changes are usually intended to go 
through the first payday after the an- 
nounced date, but far longer delays oc- 
cur? partly from the normal lag in 
transmission. Total allowance is paid 
in cash to the recipient, and any change 
requires corresponding alterations in the 
draft book issued the recipient. For 
example, if a soldier alters his allot- 
ment, some weeks almost always elapse 
before his family or dependents receive 
the increase, as the Post Office must be 
advised of the change and a new draft 
book prepared and issued. It may be 
noted here that while fixed commit- 
ments are calculated to cover certain 
payments, the total sum for commit- 
ments and maintenance is handed over 
to the grantee, who may “misapply” it 
to other purposes.**® 


Cessation of allowance 


The regulations on cessation of al- 
lowance cause some difficulty. Allow- 
ances continue for thirteen weeks after 
the death of a man, and for seventeen 
weeks if he is reported missing. After 
that, if the recipients are eligible for 
pensions, the grant is made at lower 
pension rates. Accidental overpay- 
ments, for which the regimental pay- 
master is held responsible, may be taken 
out of the man’s pay, and “if the man 
should get into debt . . . the voluntary 


31 Parliamentary Debates, VoL 374 (Oct. 16, 
1941), p 1543 

32 E.g., ex-seaman Edwards, M P., said that 
the April 1942 increase was not paid him until 
August (Parliamentary Debates, Sept 10, 1942, 
p. 462). As mentioned earlier, in the text, 
the involved pay rates are partly responsible 
for this. The last edition of the Pay Warrant 
(1940) was 500 pages long, so that “several 
divisions of men” keep busy working out the 
correct pay rates. Ibid., p. 371, Major Milner. 

33 Ibid , p. 327, 


allowance ceases, as it does also if the 
man happens to be put under deten- 
tion.” ** This anomaly results from the 
limitation on deductions from men’s pay 
under military law. If large stop- 
pages ®5 are in order on account of debt, 
no allotment can be made, and the con- 
tingent government allowance likewise 
ceases. If a woman starts earning, her 
War Service Grant is correspondingly 
reduced or taken away. Many of the 
improvements introduced over the past 
years have not been retroactive, which 
simplifies bookkeeping but irritates 
those who are last to benefit by the 
reforms.*® 


COMPARISON OF BRITISH AND 
DOMINION SYSTEMS 


The Dominion allowances, like their 
pay rates, are considerably higher than 
the British. The following weekly fig- 
ures are shown in their national cur- 
rencies with American equivalents at 
approximate official exchange rates.*’ 

The Australian soldier’s pay was re- 
cently increased to 45s. 6d. ($7.28) plus 
14s. ($2.24) deferred pay; his first de- 
pendent gets 31s. 6d. ($5.04) besides 
allotment, fixed at 21s. ($3.36), (equal 
to the British recruit’s entire pay); the 
second dependent receives 21s. ($3.36); 
the third, 14s. ($2.24); and each addi- 
tional one gets 10s. 6d. ($1.68). 

New Zealand pays a flat rate per 


84 Ibid., p 492, Capt York 

85 Stoppage—deduction from serviceman’s 
pay to cover wife’s maintenance or other costs 
under court order Limited by military law to 
three-fourths of total pay for ranks below ser- 
geant, two thirds for higher ranks 

88 Parliamentary Debates, Vol. 383 (Sept. 
10, 1942), p. 356; also editorial in London 
Times, Nov 27, 1942. 

87 Official exchange rates, as quoted in the 
Federal Reserve Bulletin, have been rounded 
for convenience in conversion Australian and 
New Zealand £, official rate $3.228; conversion 
rates, £1 = $3.20; 1s = 16¢; 6d = 8¢. Ca- 
nadian $, official rate 90.9¢; conversion rate 
91¢. 
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child of 10s. 6d. ($1.68) weekly, and 
pays their mother 31s. 6d. ($5.04) in- 
stead of the 22s. 9d. ($3.64) paid the 
childless wife of a soldier, who gets 52s. 
6d. ($8.40) himself.*® 

Canadian soldiers now get $39.00 
($35.49) monthly for the first four 
months of service, of which half must 
be spent in Canada; the wife gets $35.00 
($31.85) plus half his pay, and $12.00 
($10.92) each for the first two chidren, 
$10.00 ($9.10) for the third, and $8.00 
($7.28) each for the fourth, fifth, and 
sixth. Cost-of-living bonus is payable. 

The relatively high rates of basic al- 
lowance in the Dominions may mini- 
mize the need for special grants in most 
cases. 


CoMPARISON OF BRITISH AND 
AMERICAN SYSTEMS 
In both the United States and Great 
Britain, the serviceman’s base pay is at 
a flat rate regardless of marital status 
or a former employer’s contribution 


88 Cited in Parliamentary Debates, Vol. 383 
(Sept. 10, 1942), pp 342-43 


UNITED STATES 


Base pay of private $50.00 monthly 


No deferred nay. 


Income tax personal exemption higher 
than civilian. 


Allotment $22.00 monthly, regarcless of 
rank and pay. If both Class A and Class 
B allowances, allotment $27.00 


Minimum allotment equals 44 per cent 
of base pay, declines as ratio of higher pay. 


Higher allotments optional, no effect on 
allowance. 


(continuation of partial wages), and 
considerable variations above the base 
are possible for special branches of serv- 
ice, proficiency, and expertness. In 
both countries, service pay, including 
allotment, is taxable, but government 
allowance is exempt. In nearly all 
other particulars the systems diverge 
considerably, as does most public aid 
in the two countries. 

Thus the immediate family of an 
American serviceman in the lower ranks 
probably benefits rather more than the 
British.2® But the latter has special 
grants open to it which may raise its 
income considerably. Other depend- 
ents, especially if numerous, probably 
fare worse under the American absolute 
limit of $50 for all than under the flexi- 


39 However, the marred American noncom- 
missioned officer who 1s promoted from Grade 
4 ($7800 a month) to Grade 3 ($96.00 a 
month) may lose financially; an allowance of 
$37.50 for quarters replaces family allowances 
to wife and children. If he is unmarried, the 
quarters allowance is granted only for a parent 
dependent on the serviceman for chief (as 
against substantial) support. 


GREAT BRITAIN | 


Base pay of male private, 21s. weekly 
($22.50 a month), 


Plus deferred pay 6d a day ($3.00 
monthly) for service since January 1, 1942, 
payable on discharge after war 


Tax liability on cash 
civilian’s 


receipts like 


Allotment 3s. 6d. weekly ($300 a 
month) or more depending on rank and 
pay rate. Total deductions from pay . 
limited. 

Minimum allotment is one-sixth of base 
pay, ratio changes by notches 


Higher allotments permissive; may mean 
reduced government allowance to de- 
pendents. j 
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UNITED States (Continued) 


Employer subvention has no effect on 
allowance. 


Allotment to wife and children (Class 
A) compulsory, to other dependents (B) 
optional. 


Servicewomen except Waacs eligible for 
B allowances. 


Either or both A and B allowances pay- 
able to eligibles. 


Class A dependents entitled to allowance. 


Class B dependents eligible within fixed 
degrees of kinship and past “substantial 
support.” 


Government allowances at flat rates: 
wife, $28.00; children, graduated; no limit 
on number of children. 


Government allowance to Class B de- 
pendents fixed by relationship, not need; 
limited to $50.00 maximum monthly for all 
B dependents. 


Divorced wife gets Class A government 
allowance at $20.00, shares single allotment 
pro rata with wife or wives. 


No supplements to regular allowances; 
if insufficient, community public aid is only 
recourse. 


Accidental overpayments may be ignored. 


Administered by man’s service branch. 


Pre-service debts deferred or eased, 


GREAT BRITAIN (Continued) 


Employer subvention may reduce gov- 
ernment allowance to dependents. 


Allotment optional; government allow- 
ance contingent on minimum allotment. 


“Ne 


Servicewomen eligible only for depend- 
ents’ allowances, at two-thirds rate 


Either family or other dependents, but 
not both, eligible for government alow- 
ances. Choice left to serviceman. 


Government allowance obligatory to wife 
and children if allotment is made. 


Government allowance to “other” eligi- 
ble dependent relatives only if selected by 
serviceman to get qualifying allotment and 
if they suffer hardship by his service. 


Government allowance to wife and chil- 
dren variable with rank and inversely with 
allotment. 


Government allowance to other depend- 
ents variable according to existing means, 
pre-service standards and size of house- 
hold, up to limit of 22s. 6d. weekly ($19.30 
a month) maintenance income per person 
(26s. for single ‘person wholly dependent 
on serviceman). 


Wife, any status, other than one getting 
allotment has recourse to courts but zets 
no government allowance except for pos- 
sible special allowance 


War Service Grants related to fam_ly’s 
pre-service standards available to service 
family or dependents on proof of hardship, 
up to £3 weekly limit ($51.43 a month). 


Accidental overpayments collectible from 
men. 


Allowances administered by service, Post 
Office, Assistance Boards, and Labor Min- 
istry; War Service Grants by Ministry of 
Pensions. 


Pre-service debts payable as commit- 
ments under War Service Grants. 
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ble British system related to family size 
and commitments. However, these de- 
pendents may fail to get any allowance 
from the Government under the British 
rule of restricting government allowance 
to one group of dependents and under 
the income limits for special gran<s. 
The systems of the two countries may 
be summarized as follows: The Ameri- 
can system of allowances provides a 
standard floor for family subsistence, 
and what may amount to token pay- 
ments for other dependents; zhe British 
system protects established differential 
standards of living at a minimum by 
paying a small cash sum after fixed 
commitments have been taken cere of, 
and by grading allotments according to 
soldier’s rank and pay. ‘The British 
grant is flexible—if the recipients wish 
to submit to the means test—and not 
subject to any absolute maximum. 


LIMITATIONS ON COMPARISON OF CASH 
ALLOWANCE LEVELS 


The above tabulation may suggest 
the difficulty of comparing cash allow- 
ance levels directly. For example, very 
few soldiers get only the minimum pay 
of £1 1s.; one out of four rankers is a 
noncommissioned officer, and 95 rer cent 
of the men get proficiency pay.*® Fur- 
thermore, the soldier is provided lodg- 
ing, board, and various “ameniczies.” 4 
The soldier’s extra amenities are an 
important factor in evaluating the real 
family remuneration, especially if he 
reduces his pay by making allotments. 
The American soldier probably gets 
more supplement in this way than the 
British serviceman, who must buy 


40 Parliamentary Debates, Vol. 383 (Sept. 
10, 1942), p. 374. Major Morrison indicated 
that the high percentage of men receiving 
proficiency pay was not in the intert of the 
regulation, but was the sole method of allevi- 
ating hardship. 


41 Cmd. 6385, Pay and ANowances of the 


Armed Forces, August 1942. 


stamps, cleaning materials, and taxed 
cigarettes, drinks and amusements. The 
American soldier gets free mail, tax- 
exempt cigarettes and drinks at the Post 
Exchange, and half-price theatrical 
amusements. However, he gets only a 
reduction on travel fares, while the Brit- 
ish soldier receives four free travel war- 
rants a year for turlough trips. “Sup- 
plementals” of this sort enable a service- 
man to send his family, or save, a larger 
sum. 

The value of allowances must likewise 
be related to customary living stand- 
ards, both pre-service and wartime, and 
to noncash supplementary income. But 
the computation of the cash value of 
remuneration in kind is always hazard- 
ous, and the figures used in the August 
1942 White Paper to show the service- 
man’s relative prosperity were harshly 
criticized in Parliament. The Govern- 
ment defended them as a reasonable at- 
tempt to show total emolument and 
counteract misleading comparisons with 
civilian cash wage rates, out of which 
must come maintenance, taxes, and so 
forth. 

Finally, there are considerable quali- 
tative differences between military and 
civilian consumption. 


RELATIVE WAGES 


Subject to all the qualifications men- 
tioned, civilian wage rates can be re- 
lated to service pay. In 1940, men in 
the 20-24 age group had been making 
from £2 10s. ($10.00) to £5 ($20.00) a 
week before their service. After a cen- 
sus January 1, 1942, the average gross 
earnings (before deduction of income 
tax and of is. 10d., or 37 cents, insur- 
ance) of six million skilled and un- 
skilled workers over 21, excluding farm 
workers, were computed by the Minis- 
try of Labor at £5 2s. ($20.40) a 
week.*? Various members of Parlia- 


42 Parliamentary Debates, Vol. 383 (Sept. 
10, 1942), pp. 342, 452. 
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ment also cited specific weekly earnings 
as follows: junior clerk in the War Of- 
fice (no typing or stenography), £3 2s.; 
colliery surface worker in South York- 
shire, among the lowest paid in Eng- 
land, £4 10s., on which it was “difficult 
to manage”; concrete worker on air- 
drome, £7; machine tool and gauge 
maker, £10. 

The pay and allowances adopted for 
training the disabled add up consider- 
ably higher than service pay. These 
amounts are set at 42s. for men, plus 
necessary daily traveling expenses, din- 
ner, dependents’ allowances at 7s. 6d. 
for a wife and 3s. per child, and addi- 
tional 21s. allowance for lodging away 
from home. 

Even though comparisons of service 
pay with wages must disregard the basic 
dissimilarities between needs of soldiers 
as against civilian workers, they are use- 
ful for international comparison, since 
they show national ratios not distorted 
by ignoring the normal differences in 
living standards. If only the soldier’s 
base pay is considered, the American 
rate is closer to civilian wage rates by 
several percentage points than is the 
most nearly comparable British ratio.“ 
But if all cash emoluments of a mar- 
ried childless soldier be considered (pay 
including deferred savings and govern- 
ment allowance for wife in Great Brit- 
ain, pay and wife’s allowance here), the 
ratio to average earnings for all in- 
dustries is almost identical in toth 
countries. 


43 “British Plan for Training the Disabled,” 
Monthly Labor Review, Vol 54, No 2 (Feb. 
1942), pp 407-8. 

44 Note, in this connection, statement in 
Parhamentary Debates, Vol 383 (Sept. 10, 
1942), p. 433: “The gap between the Service 
pay and that earned by civilians seems to me 
to widen every month as the war goes on. It 
makes it increasingly difficult for the soldier to 
maintain his family on anything like the same 
scale as the civilian,” 


Weekly, the American soldier gets 
$11.67; government allowance to wife 
is $6.53; total is $18.20, or 46.7 per 
cent of factory average weekly earrings 
in October 1942, of $38.86.4° The Brit- 
ish soldier receives $5.20 cash (less al- 
lotment to his wife) plus $0.70 crecited 
to his Post Office Savings Account; his 
wife gets a government allowance of 
$4.30, or a total for the couple of 
$10.20, which is 48.6 per cent of esti- 
mated weekly earnings of $21.00 of 
skilled and unskilled industrial labor.*‘® 


ROLE OF ALLOWANCES 


Although the level of allowances in 
the United States in relation to weges 
is comparable to the corresponcing 
ratio in England, additions to income 
in the form of real services, price con- 
trol, rationing, and so forth, vary con- 
siderably between the two countries. 
Furthermore, the existence of allow- 


‘ances has far more significance in a 


country close to subsistence level and 
with a large proportion of family men 
in service than in a land with consicer- 
able slack income, a variety of con- 
sumer goods, and rather few servicemen 
with dependents. The large proportion 
of women in war industries in England 
means that more soldiers’ dependents 
benefit, as members of the labor force, 
by the medical care, transportation, 
various accommodations, public recrea- 
tion facilities, and so forth, proviced 
free or at low cost for the industrial 
worker. 

On the other hand, women’s wages 
are much lower than men’s, even in the 
services; and the woman who does rot 
work fails to benefit by many of these 


45 American Bureau of Labor Statistics fig- 
ures on earnings in ninety industries, pub- 
lished monthly. 

46 Based on average pay of six million 
workers January 1, 1942, which was tben 
$20.40. 
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“amenities.” Note also anomalies as 
between service wives: 


. 1 accommodation is available in 
Army hospitals, regular soldiers’ wives can 
be treated in them but postwar soldiers’ 
wives have to go to the ordinary civilian 
hospitals and also to pay for the panel 
doctor. This causes a good deal of resent- 
ment and hardship.** 


The serviceman’s family does 2njoy 
the supplementary real income provided 
all civilians—-among them matemity 
benefits,*® the food provided children,*® 
nurseries, and National Restaurants. 
But, as Members of Parliament point 
out, the number of War Service Grants 
made (nearly half a million, over half 
those asked) indicates that regular pay- 
ments by no means leave only the ex- 
ceptional case in need. For exemple, 
“The War Service Grant was 2 step 
sideways rather than forward. It sa- 
vors too much of the means test.” °° 
Mr. Willink pointed out that 60 to 90 
per cent of soldiers’ wives had to apply 
to charity for heip in getting layettes." 
The White Paper’s statement that a 
woman will “normally undertake paid 
work herself,’ 5* was criticized as be- 
side the point and not a justification for 
small allowances, conscription of women 
being a fairer method of inducing them 
to go to work than pressure by poverty. 
It should also be noted that evacuated 
children get more than the allowance 
of service children, although the dis- 


47 Parliamentcry Debates, Vol, 382 (Sept 
10, 1942), p. 437. 

48 This benefit is the only one granted the 
family of an insured worker Social insur- 
ance is assumed to contmue in effect for 
servicemen, under British law. 

48 “Feeding of School Children in Great 
Bnitain,” Montily Labor Review, Vol. 54, 
No. 4 (April 1942), pp. 917-19. 

50 Parhamentary Debates, Vol. 383 (Sept. 
10, 1942), p. 352 

51 Fbid., p. 405, 

52 Cmd. 6385, of. cit. (mote 3), sec 3. 


parity is less than it was at the begin- 
ning of the war. 

The Trades Union Congress asked for 
base allowances of 40s. $8.00) for a 
wife and 10s. 6d. ($2.10) for each child. 
In support of this demand, it was noted 
that the wife under the existing scale 
receives considerably less than the 35s. 
at which the Government evaluates the 
cash worth of the serviceman’s food and 
lodging. 

A problem frequently debated in 
England, but scarcely likely to arise 
here, is that of the second family. Since 
the soldier has discretion in selecting 
the beneficiary of the government al- 
lowance when he makes his initial allot- 
ment, either the legal or the “unmar- 
ried” wife may find herself without her 
usual means of support. If the service- 
man is killed, further difficulties stem 
from this in determining the rightful 
recipient of pension. In the United 
States, the payment of allowances to 
both an actual and a divorced wife in 
effect reduces the receipts of both, since 
the single allotment is split between or 
among them. 


MAGNITUDE OF GRANTS 


In the early months of the war, with 
perhaps 1,500,000 men in the British 
armed forces, over 300,000 family al- 
lowances were made**; at that time 
wives’ and children’s allowances were 
costing £35,000,000.5* No figures are 
being released on the number of wives 
and children covered, but early figures 
were published on dependents’ and spe- 
cial allowances. Before October 21, 
1939, there were 28,502 claims for de- 
pendents’ allowances granted and 10,642 
rejected." A few months later, the re- 


58 Cmd. 6138, op. cit., note 3. 

5¢ Parliamentary Debates, Vol. 353 (Nov. 
14, 1939), pp. 525~26. 

55 Parhamentary Debates, Nov. 7, 1939, pp. 
15-16. 
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jections of dependents’ claims ran into 
tens of thousands, with one-fifth refused 
because incapacity to work was then a 
condition of eligibility. Fifty thousand 
were turned down because the soldier 
refused to make an allotment."® In this 
connection, it may be added that the 
refusal of the Government to give a 
dependent a supplementary grant leads, 
in 70 per cent of the cases, to the sol- 
dier’s discontinuance of his allotment,*" 
The reason for this, stated earlier, is 
the discontent aroused by the means 
test required as a preliminary to any 
government allowance for a dependent. 

Special allowance claims totaled 450,- 
000 in two years of war, with one-third 
turned down under the means test. In 
October 1941, with purportedly 2,500,- 
000 persons in the services, new applica- 
tions for grants were coming in at the 
rate of 20,000 a week, and the relaxa- 
tions on eligibility requirements were 
expected to lead to at least another 2,- 
000,000 claims." In fact, a year later 
the cumulative total of claims for the 
war period was only 816,000, of which 
427,000 were being paid. 


Cost OF ALLOWANCE SYSTEM 


In the autumn of 1942 these 427,000 
War Service Grants were costing £13,- 
000,000 annually, or an average special 
grant of less than 12s. ($2.32) a week 
per family. Their number was expected 
to decline somewhat as a result of im- 
provements in family allowances an- 
nounced last November, which were ex- 
pected to cost £5,500,000 additional.” 
Earlier in the year the cost of children’s 
and dependents’ allowances had been 
raised by £5,000,000 by several conces- 
sions, and the reduction of the qualify- 
ing allotment was expected to cost 


58 Parliamentary Debates, Vol. 358 (March 
_ 12, 1940), p. 1141. 

87 Ibid, Vol 358 (March 14, 1940), p. 1489. 
68 Ibid., Vol. 374 (Oct 16, 1941), p. 1547. 
58 London Times, Nov. 27, 1942. 


£17,500,000.°° By September the an- 
nual cost of the nest egg was announced 
as £35,000,000, while the annual cos: 
of the September increases in service 
pay and allowances was put at £37,500,- 
000 in addition to previous increases 
costing £100,000,000 annually. 

The cost of all the improvements in 
service pay and allowances from the 
start of the war has been nearly £200,- 
000,000 (about $750,000,000), includ- 
ing the increased cost due to enlarged 
forces. This is nearly a twentieth of 
all Central Government expenditures, 
which take well over half the gross na- 
tional product." It must be assumed 
that the annual total cost of allowances 
is far higher. It may perhaps be legiti- 
mate to guess, as a conservative suppo- 
sition, that the British allowance sys- 
tem is amounting to a tenth of war 
expenditures. 

If this is anywhere near correct, the 
reluctance of the Government to raise 
pay or allowances to American levels 
is comprehensible.** Nevertheless, the 
contrast with the absolute pay and al- 
lowance rates of the Dominions and 
the United States has led to demands 
in England for higher base rates of 
allowance and a reduction of special 


60 Parliamentary Debates, Vol. 377 (Feb. 
10, 1942), p. 1399. 

61 The frequently used comparison of ex- 
penditures to net national income is misleading 
in wartime, since the expenditures of a coun- 
try, like those of an individual, can be and 
often are financed through capital consump- 
tion. British national income was probably 
running at over seven billion pounds at the 
end of 1942. The expenditures of the Na- 
tional Government, excluding those financed 
out of liquidation of foreign assets and Ca- 
nadian grants, were estimated in April 1942 
at about four and a third billion pounds for 
the year April 1942~March 1943. See Econo- 
mist, Jan. 9, 1943, p. 37. 

627: was officially estimated that ising 
servicemen’s base pay alone to American levels 
would cost £400,000,000 annually Parlia- 
mentary Debates, Vol. 383 (Sept. 10, 1942), 
p. 450. 
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grants based on the means test. The 
changes so far made have all been in 
the direction of liberalizing definitions 
of need and enlarging permitted exempt 
income. The development of the whole 
system, in fact, has been parallel to the 


larger struggle going on in all fields of 
public aid between the concept of 
“poor-law” minimum assistance on a 
needs basis and the idea of a national 
minimum which recently culminated in 
the Beveridge recommendations. 
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‘Company Policies Affecting Employees in Service 


By Harotp F. BROWNE 


HE framers of the Selective Train- 

ing and Service Act of 1940 wished 
to provide a maximum of economic 
protection for the young men who would 
be called for training and possibly 
military service. Accordingly, the act 
provides that private employers must 
restore such employees, upon their re- 
turn, to the positions they leave or to 
a position of like seniority, status, and 
pay, unless the employer’s circum- 
stances have so changed as to make it 
impossible or unreasonable to do so. 
To qualify for this assurance, the se- 
lectee must have been a regular em- 
ployee of the company, he must present 
a certificate of satisfactory completion 
of his military duties, he must be still 
qualified to perform the duties of such 
position, and he must make application 
for re-employment within forty days 
after discharge from active service. 
When such an employee reclaims his 
job and is re-employed, he cannot be 
discharged “without cause” for at least 
a year. 

Having provided as well as possible 
in advance for the re-employment of the 
selectee after his term of military serv- 
ice is completed, the framers of the act 
proceeded to ease the transition from 
civilian to military life. The selectee 
shall be considered as on leave of ab- 
sence, without loss of seniority, while 
in military service, and he should be 
entitled to participate in insurance or 
other benefits offered by the employer 
pursuant to established rules and prac- 
tices relating to employees on furlough 
or leave of absence in effect with the 
employer at the time such person was 
ordered into service. 

These provisions clearly indicate the 
purpose of Congress—-that employers 
should do anything reasonably possible 


to lessen the sacrifice of men called for 
military training and service. The act 
could not be more specific than it is 
without imposing ironclad require- 
ments which might inflict great hard- 
ship on some companies because of spe- 
cial competitive or industry conditions. 


MANAGEMENT ATTITUDE TOWARD 
SERVICE BENEFITS 


There is much evidence that Ameri- 
can business and industrial manage- 


.Ment has been thoroughly sympathetic 
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to the purposes of the act in protecting 
the interests of selectees. In many 
cases it has gone far beyond the require- 
ments of the law to make adequate 
provision for employees in service. 
Wise management, however, has coun- 
seled a certain caution in making defi- 
nite commitments in the form of an- 
nounced policy. Even in 1940 there 
was a Clear prospect that the United 
States might become involved in a war 
that might drag on for several years. 
The employees withdrawn in the early 
months of Selective Service might be 
but a tiny fraction of the number even- 
tually taken. Moreover, the financial 
status of the business might be so 
changed under war conditions as to 
make the maintenance of liberal finan- 
cial arrangements impossible. It seemed 
safer for the company and fairer to 
the employees to adopt a policy which, 
if not so liberal as some might wish, 
could be maintained throughout the war 
period and not have to be curtailed or 
abandoned because of the financial 
drain, thereby giving employees in- 
ducted at a later date less favorable 
treatment than those inducted early in 
the period. 

Subsequent events have justified this 
caution. Companies have been af- 
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fected unequally by the drastic changes 
to a war economy. The ability of some 
to meet financial commitments has been 
unimpaired or has improved, while other 
companies have faced disaster because 
of inability to obtain essential materials. 
At the same time, the financial status 
of men in service has been substartially 
improved by increasing to $50 a month 
the base pay of enlisted men and by 
providing a government-financed sys- 
tem of allowances for dependents. In 
addition, National Service Life Insur- 
ance has been made available to men 
in service at attractively low rates, re- 
lieving them from dependence for in- 
surance protection on company group 
insurance. 

The National Industrial Confrence 
Board has followed developing com- 
pany policy covering employees enter- 
ing war service since the Se-ective 
Service Act became effective. Its first 
studies, made late in 1940, were followed 
by others in March 1942 and November 
1942. While some companies have 
found it necessary to curtail somewhat 
the benefits originally planned on the 
expectation of absence of only a few 
employees for a year’s military training, 
others have liberalized their policies as 
time has gone on. 

Probably only a‘small proportion of 
all companies have formulated and an- 
nounced a definite policy. Many hesi- 
tate to commit themselves too deanitely 
in a period so filled with uncertainties, 
or prefer to retain the right to consider 
each case on the basis of individual 
circumstances, and condition their ac- 
tion in a particular case upon their esti- 
mate of special merit or need. Any 
study of company policy, therefore, is 
necessarily restricted to concerns that 
are large enough and sufficiently accus- 
tomed to establishing definite policies 
to have given the matter mature con- 
sideration. Thus, the results indicated 
by the Conference Board’s studies can- 


not be regarded as representing what all 
industry and business are doing, but 
rather as portraying the considered 
judgment of a relatively advanced group 
of companies. 

This group, however, includes ade- 
quate diversity as to size and type of 
work. Of the total of 251 companies 
covered in the November 1942 survey, 5 
employ under 250 persons, while at the 
other extreme, 31 employ over 10,000. 
The aggregate employment of the 251 
companies was 1,571,000. More than 
two-thirds of the companies are in 
manufacturing industries, but in addi- 
tion, 20 are financial institutions, 6 are 
mercantile establishments, 13 are en- 
gaged in the extraction and refining of 
petroleum, and 33 are public utilities. 
The main features of the policies deter- 
mined upon by these companies to 
regulate their relations with employees 
entering the armed services will be 
briefly outlined. 


ELIGIBILITY REQUIREMENTS 


It is customary in connection with 
personnel policies involving cost to a 
company to require that an employee 
complete a specified probationary pe- 
riod of employment before he becomes 
eligible for participation. This condi- 
tion was tacitly recognized in the Se- 
lective Training and Service Act when 
the economic protections were extended 
to all except “temporary employees.” 
However, about 20 per cent of the com- 
panies covered prescribe no service re- 
quirement to qualify for the benefits 
of the war service policy; but 25 per 
cent require six months’ service and 
ancther 25 per cent a year, with the 
remainder having various requirements. 

The earliest policies established in 
1940 were almost uniformly limited in 
their application to persons inducted 
through Selective Service procedure. 
Men who volunteered were regarded as 
having elected of their own free will 
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to enter military service and presumably 
were prepared to make whatever ad- 
justments might be necessary. The 
Government apparently held the same 
view at that time, since no job protec- 
tion was provided by legislation for 
volunteers. However, in August 1941 
Congress extended job protection to all 
who entered military or naval service, 
and made this protection retroactive to 
May 1, 1940. This broader responsi- 
bility was soon reflected in company 
policies. 

In fact, as the country has entered 
more deeply and completely into the 
war, the tendency has been to erase 
distinctions and let the spirit rather 
than the strict letter of company poli- 
cies prevail. The purpose behind the 
policies was to extend help to the em- 
ployee entering military service that 
would make the transition from civilian 
to military life easier and protect his 
right to return without prejudice to the 
civilian status he was surrendering. 
Desire to do everything possible for the 
men in the armed services has led, in 
many companies, even to erasing any 
distinction between the regular em- 
ployees who enlisted or were drafted 
and the temporary employees who were 
employed to replace them. Nearly two- 
thirds of the companies included in the 
survey had made these temporary em- 
ployees eligible for war service benefits 
on the same basis as regular employees. 


Jos SECURITY 


Most company military service poli- 
cies repeat the legislative assurance of 
re-employment within forty days after 
honorable discharge, provided certain 
conditions are fulfilled. However, the 
very important question of seniority 
determination is left uncertain by the 
Selective Service Act. The law requires 
that the ex-service employee be restored 
to his job or one equally desirable 


“without loss of seniority.” Does this 
mean that an employee ceases to ac- 
quire further seniority when he enters 
military service but retains the seniority 
he possessed at that date, or does it 
mean that his seniority continues to 
accumulate while he is in the service— 
that in effect he is on detached service 
while in the Army or Navy, and his 
military service and seniority run con- 
currently? The way in which this ques- 
tion is answered will vitally affect the 
employment status of many thousands 
of returning servicemen. 

Ninety per cent of the companies 
covered in the Conference Board’s sur- 
veys stipulate in their military service 
policies that the seniority of employees 
on leave in the Army and Navy shall 
continue to run as though they were 
still at their civilian jobs, so that at the 
time of demobilization their seniority 
status will not have been impaired by 
their military service. In the remaining 
10 per cent of companies, seniority re- 
mains as of the date the employee left 
the company. 


FINANCIAL ALLOWANCES 


Somewhat surprisingly, the improve- 
ment in the serviceman’s financial situa- 
tion through increase in pay and bene- 
fits for dependents seems not to have 
resulted in any curtailment in the extent 
of the practice of providing company 
financial benefits. On the contrary, this 
practice seems to have become more 
general, probably because the country is 
now at war and men entering the service 
are regarded as on their way to the 
battle front, not merely to the training 
camp. In the 1940 survey, about one- 
third of the companies covered paid 
military service allowances of various 
amounts. By November 1942 this pro- 
portion had doubled. One noticeable 
trend is toward a greater frequency in 
plans that graduate the amount of the 
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financial payment on the basis of length 
of service. The uniform-payment type, 
however, still predominates. 

These uniform plans do not take into 
account length of service. The com- 
pany payment to the employee may be 
a week’s pay, a month’s pay, or even, 
as in one case observed, three months’ 
pay. Or it may be the difference be- 
tween service pay and former company 
pay for a month or longer. All em- 
ployees who meet the minimum service 
requirements are treated alike. 

About 60 per cent of all plans stud- 
ied in November 1942 were ol this 
uniform type, although there is almost 
infinite variety in the special character- 
istics of the plans representing the views 
of the various managements. Tc indi- 
cate the character of these variations, 
a few are quoted: 

Two weeks’ pay at leaving, then 10 
per cent of pay each month until De- 
cember 31, 1942, when policy will be 
reviewed; 

One month’s pay on leaving. then 
difference between two-thirds of com- 
pany pay and government pay plus al- 
lowance if single, and difference be- 
tween company pay and government 
pay if married; 

Difference between company pay and 
government pay for one year ii mar- 
ried, half of difference if single. 

There has been a pronounced decline 
in the number of plans in which the 
company payment was related to the 
amount earned in the service. The rea- 
son for the unpopularity of these plans 
is that they were found to involve ex- 
cessive clerical detail in administering 
them, particularly when the allowance 
was paid at frequent intervals. The 
need to secure certified statements of 
service pay from the commanding of- 
ficers of former employees became bur- 
densome when the number of emsloyees 
in service multiplied. To sum up briefly 
the trend of policy regarding financial 


grants to employees in service, indica- 
tions are that more companies are mak- 
ing such payments than in the past, but 
that the amount of payments to indi- 
viduals has declined. 


INSURANCE 


The Selective Training and Service 
Act specifically provided that private 
employers should give to drafted em- 
ployees the same treatment with re- 
spect to insurance protection as it had 
been the practice to give to employees 
granted leaves oi absence. Until the 
United States entered the war, it was 
the general practice of companies hav- 
ing group life insurance policies to con- 
tinue to include employees in service, 
often paying the entire premium if the 
plan was of the contributory type. 

However, the declaration of war radi- 
cally changed the situation. Because of 
the greatly increased risk, insurance 
companies either refused coverage of 
men in the armed forces or raised the 
premium rates to prohibitive levels. As 
a result, most companies were forced 
to cancel the life insurance coverage of 
service employees, but frequently it was 
arranged for the protection to continue 
for a period of one, two, or three months 
in order to give the employee time to 
apply for government insurance. 

National Service Life Insurance pro- 
vided by the Government is available 
to all members of the armed forces. 
About one-third of the companies cov- 
ered in both the March 1942 and No- 
vember 1942 surveys were paying the 
insurance premiums for their former 
employees, some for a year after induc- 
tion into the service, some indefinitely, 
and usually for the amount of insurance 
provided in the company plan. Most 
companies send checks to the men to 
pay for the insurance, but a few send 
a single check to the Veterans Adminis- 
tration to cover the premium of all their 
employees in service. 
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TREATMENT OF SPECIAL GROUPS 


Military service policies of companies 
as originally instituted were thought 
of primarily as applying to employees 
inducted into the Army through Se 
lective Service. Later they were in 
many instances expanded to cover vol- 
unteers in all branches of the armed 
services. But throughout, the rank- 
and-file employee; serving in a non- 
commissioned capacity in the active 
armed forces, was probably the man 
mainly in mind in framing the policy. 

As war service drew different types oi 
employees, it was necessary to interpret 
or revise company military service pol- 
icy to meet new developments. In 
many cases junior or senior executives 
accepted commissions in the armed 
forces or were called into civilian war 
service. Frequently, in such cases, the 


change involved considerable financial - 


sacrifice. Should they be subject to the 
basic company policy, or should special 
provision be made for them? 
~ Most companies make no distinction 
in the treatment accorded employees of 
different rank except that where a pro- 
portion of civilian wage or salary is 
paid, the higher-salaried man naturally 
recelves a larger amount. In about 
one-quarter of the companies covered, 
.no fixed policy had been established, 
either because no case had arisen where 
an executive left the company for war 
service, or because the management pre- 
ferred to retain independence of ac- 
tion in order that each case might be 
dealt with according to the special 

circumstances. l 
` Another problem arose when wom- 
en’s auxiliaries for the several armed 
services were established. Did women 
employees joining the WAAC, the 
WAVES, and the SPARS rate the same 
treatment as men joining the fighting 
services? 

Two main schools of thought devel- 


oped. One held that the women in these 
auxiliary forces, though in uniform and 
under military orders and discipline, 
were for the most part performing work 
not dissimilar to that which they had 
performed in civilian life. They had 
left the factory or the business office to 
perform their work in the more exciting 
surroundings provided by the Army and 
Navy, and often at no sacrifice in earn- 
ing power. There was, therefore, not 
the same reason for liberality as in the 
case of male employees leaving, pre- 
sumably; for the fighting fronts. The 
other school of thought held that there 
should be no distinction between men 
and women entering the service. Each 
was performing necessary war service 
according to his or her capabilities, and 
they should share equally in whatever 
provision was made for employees in 
the service. 

The latter attitude predominates, Of 
the reporting companies that had 
adopted a policy covering women em- 
ployees, no distinction was the rule in 
the ratio of about four to one. Of the 
37 companies that definitely excluded 
women volunteers from participation in 
the military service policy, 27 terminate 
their employment upon enlistment, while 
10 give them leaves of absence for the 
periods of their service. 

Another. form of war service which 
was given little consideration when the 
early military service policies were es- 
tablished is the United States Maritime 
Service. It is one of the strange contra- 
dictions of this war that only belatedly 
is this gravely perilous service beginning 
to receive the recognition that it de- 
serves. Probably the fact that it was 
not a part of the Army or the Navy led 
to its being regarded in the category 
of civilian work. However, realization 
of the extremely hazardous nature of 
such work under the conditions of mod- 
ern submarine warfare, coupled with a 
gradual breakdown of the sharp distinc- 
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tions between military and civilan ac- 
tivities, has led to the gradual elevation 
of the Maritime Service to a status of 


practical equality with the formal armed 


services. 

This changed attitude has been re- 
fiected in company policies. Only 16 
per cent of the companies covered in 
the March 1942 survey extended the 
privileges of their military service poli- 
cies to men entering the Maritime Serv- 
ice. By November 1942 this propor- 
tion had risen to 35 per cent. 


This brief review of company policy 
relating to employees entering war serv- 
ice indicates that a considerable ad- 
vance has been made both in liberality 
and in definiteness since World War I. 
What was the conspicuous exception at 
that time has become common practice 
in this war. In place of promises made 
under the influence of a burst of patri- 
otic fervor to employees leaving for 
war—promises that often were noz kept 
and could not be kept-—-managements 
in this war are considering carefully 


what commitments the companies can 
make and fulfill, and the rate of fulfill- 
ment will probably be high. 

One who has had the privilege of 
participating in the deliberations lead- 
ing to the formulation of the military 
service policies of some companies 
could not but be impressed by the spirit 
activating the responsible company ex- 
ecutives. There was little evidence of 
any desire merely to comply with statu- 
tory requirements. These were only 
the starting points. The purpose was 
to do what the company safely could 
to mitigate any hardships incident to 
national service, with due regard both 
to the uncertainties of the future and 
the ability of the company to accom- 
plish its undertaking, and also to the 
rights of those who remained at their 
jobs to serve less conspicuously but in 
an equally essential capacity. The re- 
placement of momentary enthusiasm by 
considered judgment tempering intensely 
sympathetic desire to do everything 
possible for employees is characteristic 
of the more rational and enlightened 
attitude toward industrial relations that 
has been developing since the last war. 


Harold F. Browse is secretary and director of the 
Management Research Division of the National In- 
dustrial Conference Board, New York City, and $s 
author of many reports and articles published by the 
Board. He spent seven years in industry and was in 
the military service during the first World War. In 
1930 he served on President Hoovers Commission on 
Employment and Unemployment Statistics, and in 
1931 on the Committee on Industrial Decentralization 


and Housing. 


Moratoria and the Soldiers’ 


OR those men who upon induction 

into the armed forces leave behind 
them existing financial obligations or 
dependents, national service may entail 
especial hardships. As the number of 
such men grows, their problem becomes 
a social problem. The necessity for 
making special arrangements for them 
is clear. The losses that would nor- 
mally result from default—the surren- 
der of a home by mortgage foreclosure, 
the cancellation of life insurance because 
of failure to pay premiums—must be 
prevented, or at least mitigated. Com- 
munity concepts of fairness combine 
with practical dictates of expediency. 
The morale of men in the service would 
be jeopardized if they were futile wit- 
nesses to the destruction of their inter- 
ests by unreasonable creditors—a de- 
struction attributable to no fault of their 
own, but to the fact that their present 
income is inadequate to pay existing 
claims. 

Governmental intervention on behalf 
of financially embarrassed servicemen 
has taken the form of the Soldiers’ and 
Sailors’ Civil Relief Act. This legisla- 
tion is a type of moratorium, providing 
for the suspension in proper cases of 
the enforcement of a serviceman’s civil 
obligations. Let it be understood at 
the outset that this moratorium (as all 
of its kind) is a palliative, not a cure— 
designedly temporary—-given in the 
hope that the difficulties will be less 
if deferred till the end of the war. It 
does not provide (with a single excep- 
tion) for the cancellation of obligations. 
It does not stop the accrual of interest 


1Some of the ideas herein expressed have 
previously appeared in an article by the writer 
entitled “The Soldiers’ and Sailors’ Civil Relief 
Act of 1940 and the Amendments of 1942,” 91 
U. of Pa. Law Rev. 177 (1942). 


and Sailors’ Civil Relief Act 
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and other charges during the period of 
relief. Its purpose (as distinguished 
trom that of bankruptcy legislation) is 
to preserve the status quo ante. Bank- 
ruptcy cancels debts, in return for the 
debtor’s property, or most of it. This 
moratorium continues the debts, and 
allows the debtor to keep his property 
in the meantime. ) 


BACKGROUND OF THE CIVIL 
RELIEF ACT 


The principle of moratory relief in 
unusual times is old. It is one of the 
responses of government to an emer- 
gency situation. War is the chief oc- 
casion for such action: moratoria for 
soldiers and sailors have been very 
trequent. Domestic examples are not 
hard to find. 

During the Civil War, creditors’ rights 
against soldiers and sailors were sus- 
pended in many states.? The statutes 
varied widely. Some statutes prevented 
the commencement of civil suit against 
members of the armed forces; others 
permitted commencement of suit but 
prevented trial and judgment; others 
permitted commencement, trial, and 
judgment, but prevented execution of 
judgment. Frequently the creditor’s 
judicial remedies only were suspended: 
although the debtor had gone to war, 
it was still possible for a mortgagee to 
foreclose upon a defaulted mortgage by 
exercising his power to sell out of court, 


3 Laws Ala. 1861, p 36; Laws Ala. 1863, p. 
5; Laws Ga., 1861, p. 61; Laws Ia. 1862, p. 
128; Laws Ia. 1862, Sp. Ses, p 8; Laws Ky. 
1861-63, p. 67; Acts and Resolves Me 1861, 
p. 44; Laws Minn 1865, p. 58; Laws Mo. 1861, 
p. 46; Laws N. Y. 1864, p. 1332; Laws Oh. 
1861, p. 113; Laws Pa, 1861, p. 408; Laws Pa. 
1862, p. 484; Acts and Resolves R. I. Sp. Ses. 
1862, p. 157; Gen. Laws Wisc. 1861, p. 319. 
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or for a landlord to distrain on his ten- 
ant’s goods. In general, the statutes 
were absolute in form. The fact of 
membership in the armed forces was 
enough to entitle the defendant to what- 
ever relief was afforded. Withholding 
or granting relief was not a matter of 
discretion with courts. 

Civil War moratoria are, therefore, 
examples of purely legislative moratoria: 
relief available to all within the class 
defined by the legislature. Their gen- 
eralities had both defect and -merit. 
They gave a means of evasion to service- 
men with money but no desire to Day. 
They were a sword as well as a shield. 
On the other hand, they were easy to 
understand, easy to administer. 

The moratoria enacted by state legis- 
latures during the first World War for 
the benefit of servicemen were not al- 
ways so general. Although some state 
legislatures re-enacted provisions for 
blanket relief, others placed the re- 
sponsibility for dispensing relief upon 
the judiciary. In this latter type of 
case the courts were empowered to con- 
sider the merits of each application for 
stay. The validity of the claim for 
protection was made to depend pon 
the serviceman’s financial ability. The 
courts were authorized to stay proceed- 
ings if they felt that the serviceman’s 
ability to pay was adversely affected by 
reason of his membership in the armed 
forces. A noteworthy example was the 
Mississippi statute, which provided for 
stay of actions or judgments where the 
ability of the defendant to defend or 
comply was materially affected by serv- 
ice. 

The disparities of protection afforded 


relief to absolute relief—made an 
anomalous situation. A national army 
was composed of men having widely 
differing civil rights and duties, accord- 
ing to the state of their residence. It 
was clearly a case where national leg- 
islation was required. Accordingly, 
toward the end of the war, the Fed- 
eral Congress passed the Soldiers’ and 
Sailors’ Civil Relief Act of 1918.4 In 
certain respects, the statute was simi- 
lar to state statutes already enacted 
in Mississippi and New Jersey, but 
there were additional clauses providing 
for protection of life insurance policies. 
In general, the principle of discretionary 
relief was adopted. 

The 1918 act was too short-lived to 
provide much background of experience, 
but it seems to have been well received. 
It was apparently because of pleasant 
recollections that the War Department 
in 1940 sponsored a bill virtually identi- 
cal in language, as supplementary to the 
Selective Training and Service Act. The 
act, entitled the Soldiers’ and Sailors’ 
Civil Relief Act of 1940, became effec- 
tive on October 17. 

Developing experience and alterations 
of circumstance led to the passage of 
sweeping amendments. By the Soldiers’ 
and Sailors’ Civil Relief Act Amend- 
ments of 1942, effective on October 6 of 
that year, many provisions of the origi- 
nal act were clarified and additional pro- 
tections were given. The approach of 
the original act was retained, but so 
fundamental were some of the changes 
that in effect a new statute was made. 


COVERAGE OF THE ACT 


\ in the various states—ranging from no 


8 Laws Ia. 1917, p. 412; Laws Me. 1517, p. 
\391; Laws Md. 1917, p. 57; Mass. Gen. Acts 


The benefits of the act are now avail- 
able to several groups of persons. All 
members of the armed forces of the 


1917, p. 446; Laws Miss. 1917, p. 29; Laws 
MN. J. 1918, p. 292; Laws Md. Sp. Ses. 1918, 
p. 11; Gen, Laws Ore. 1917, p. 515; Laws S. D. 
Sp. Ses. 1918, p. €3; Laws Wisc. 1917, p. 673; 
Laws Pa. 1915, p. 80. 


United States are entitled to its protec- 
tions. Also included are members of 


#40 Stat. 440 (1918), 50 U. S. C. A. 65 
(Sup. 1941). 
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the WAAC and persons serving in the 
armed forces of allied nations who im- 
mediately prior to service were citizens 
of the United States. Dependents of 
persons in the military service may, 
under Article OI, apply for relief from 
rent, mortgage, and installment contract 
liabilities. Where relief is granted to a 
person eligible under the act, his surety, 
guarantor, or comaker may, in the dis- 
cretion of the court, obtain similar re- 
lief. Where relief has been granted 
against a landlord under Article ITI, the 
court is empowered to grant compensa- 
tory relief to him from his own tax, 
mortgage, and installment contract obli- 
gations. 

In proper cases protection may be se- 
cured against the enforcement of the 
great majority of civil obligations. The 
act provides for the stay of civil actions 
at any stage, whether in the state or 
Federal courts. The act also provides 
for suspending the enforcement of judg- 
ments. Special treatment is given to 
several important categories of claims— 
cases where creditors do not always re- 
sort to judicial action for remedies on 
breach. The extrajudicial remedies of 
installment seller, landlord, and mort- 
gagee are curtailed. Where premises are 
rented to a serviceman or his dependents 
for not more than $80 a month, the 
landlord is required to obtain court per- 
mission before distraint or eviction. 
The mortgagee must also obtain judicial 
consent before exercising his power of 
sale, and the conditional vendor of chat- 
tels or real estate is forbidden to re- 
possess the subject matter by private 
action. Under Article IV, a person in 
the military service is entitled to secure 
the protection of life insurance held by 
him up to $10,000 against cancellation 
for nonpayment of premiums. Under 
Article V, he may obtain protection 
against tax claims and the forfeiture 
of homestead rights on public Jand. In 
cases where the serviceman’s ability to 


pay has been impaired, income tax obli- 
gations may be deferred until six months 
after service. Leave of court must be 
obtained before a serviceman’s property 
may be sold at a real estate tax sale. 


CIVIL Actions AGAINST SERVICEMEN 


Limitations of space prevent special 
reference to the provisions of the act ap- 
plying to leases, mortgages, installment 
contracts, insurance, and taxes. Suffice 
to say that (except in the case of in- 
surance) the relief provided is not ab- 
solute: if the court finds that the serv- 
iceman’s ability to defend the suit or to 
pay the obligation has not been impaired 
by reason of his military service, it shall 
refuse the stay. The remainder of this 
discussion will treat the topic of relief 
from judicial proceedings in general. 


Institution of suit 


The act does not forbid the institution 
of suit against a member of the armed 
forces. It is still possible, therefore, for 
a plaintiff to commence court action 
against a defendant in spite of the fact 
that he is now a member of the armed 
forces. Although in many cases per- 
sonal service, that is, face-to-face notice 
to the defendant of the institution of 
suit, cannot be made upon a serviceman, 
because of his absence from the jurisdic- 
tion, substituted service is good enough. 
A copy of the bill or writ commencing 
the suit may be served upon a member 
of the defendant’s household. Since his 
temporary absence on military duty will 
not affect his residence, a serviceman is 
therefore generally subject to suit in 
the state where he resided at the time of 
his induction. In addition, he may be 
sued in other states where a basis for 
jurisdiction may be established. State 
statutes frequently provide, for example, 
for service of process by advertisement ‘ 
upon nonresident defendants in tort 
claims for automobile injuries. 

5 See note (1942) 137 A. L. R. 1372. 
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It follows that there are many cases 
in which a suit may be commenced 
against a serviceman without his krowl- 
edge, and a long time may intervene be- 
fore he is apprised of the fact. 


Judgments for want of appearance 


There was thus clearly a necessity of 
preventing the entry of judgment 
against servicemen for want of an ap- 
pearance; that is, for their failure to 
come to court within the time usually 
allowed. The Soldiers’ and Sailors’ Civil 
Relief Act provides that plaintiffs, be- 
fore entering judgment for want o? ap- 
pearance, must file an affidavit in court 
to the effect that the defendant is not 
in military service. It is further pro- 
vided that 


if an affidavit is not filed showing that the 
defendant is noz in military service, no 
judgment shall be entered without first 
securing order of court directing such entry 
and no such order should be made if the 
defendant is in such service until after the 
court shall have appointed an attornsy to 
represent defendant and protect his inter- 
est, and the court shall, on application, 
make such appointment. 


But an attorney so appointed is noz em- 
powered to waive any right of the de- 
fendant. 


Trial and judgmeni 


The appointment having been made, 
it is now the function of the court to 
decide whether the action should be 
postponed or brought to trial and judg- 
ment. The determination is a matter 
of discretion. The court is direct2d to 
postpone the action, at any stage of 
the proceedings, unless, in the opinion 
of the court, “the ability of plaintiff to 
prosecute the action or the defendant to 
conduct his defense is not materially af- 
fected by reason of his military service.” 
The proviso has particular application 


to cases where the serviceman, because 
of his service, is unable to secure funds 
to finance the gathering of evidence and 
proper representation, and to cases 
where the presence of the serviceman in 
court as a witness may be necessary to 
determine the facts. 

The conferment of power to grant 
postponements of this kind is for the 
most part merely declarative of pre- 
existing law. Courts have traditionally 
granted continuances on account of the 
absence of a witness where (1) the testi- 
mony of the witness seems necessary to 
proper disposition of the case, (2) the 
absence is unavoidable, (3) the applica- 
tion is made in good faith, and (4) there 
is assurance that the witness will return 
within a reasonable time. In this re- 
spect, therefore, there is no great novelty 
in the relief afforded by the Soldiers’ and 
Sailors’ Civil Relief Act. The differ- 
ences between this and the traditional 
type of continuance are: (1) the act 
directs the judge to suspend the case 
unless he finds that the serviceman’s 


ability to defend is not affected (some 


element of discretion seems to have been 
removed); (2) absence from court on 
account of military service is specifically 
made a proper cause for granting relief; 
(3) while the court is free to continue 
the case for such time as it may see fit, 
it seems contemplated that normally 
courts should grant a continuance for 
the full period of military service plus 
six months; (4) it is no longer neces- 
sary for courts to determine whether 
sufficient assurance exists of the prompt 
return of the serviceman. 

What factors control the granting of 
relief? Under what circumstances is 
the serviceman’s “ability to conduct his 
defense” impaired by service? Obvi- 
ously, if the serviceman is stationed in 
the vicinity and has considerable free- 
dom of movement, trial should normally 


8 Bowsmann v. Peterson, 45 F. Supp. 741 
(D. Neb 1942), at p. 743. 
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proceed.” On the other hand, if the 
serviceman is not a necessary witness, 
his inability to attend court may not 
impair his ability to conduct his de- 
fense. So, where the evidence is a mat- 
ter of written documents or where the 
action has reached an appellate stage °? 
and is entirely in the hands of attorneys, 
personal appearance of the serviceman 
in court may not be necessary. 

There is evidence that in the majority 
of cases of default by servicemen on 
contract claims, the creditor and the 
debtor have been able to work out some 
compromise acceptable to both without 
court action. In many contract cases 
the interests of the parties, though not 
exactly parallel, do not diverge too 
widely. Both are interested in keeping 
the debt from increasing. If a sale or 
a mortgage is involved, both are inter- 
ested in preserving the subject matter. 
Probably some arrangement is made for 
payment on account, or for cancellation 
of the debt and repossession of the sub- 
ject matter by the creditor. 

A sharp conflict of interest, however, 
is frequently presented in tort cases. 
There has been a considerable number 
of cases in which servicemen have been 
sued for alleged negligence in automobile 
accidents. Here common interests da 
not bring the parties together volun- 
tarily. The claim is unliquidated: the 
court cannot compel a compromise, or 
order the defendant to pay anything on 
account until trial and judgment. Often 
the equities seem to favor the plaintiff. 
He may have sustained serious personal 
injuries. He may have been incapaci- 
tated and in immediate need. He may 
(if the defendant is inSured) offer to 
limit his recovery to the proceeds. 
Surely there is much in favor of imme- 
diate trial. But how can the facts of 


T Isaacs v. Isaacs, 37 N., Y. S. 527 (Kings 
Cy. 1942). 

8 Rosenthal v. Smith, 42 N. E. (2d) 464 
(Ct. App. Ohio 1942), 


the accident be fairly ascertained if a 
principal witness—the serviceman-—is 
not in court to testify? Even ii the 
insurance company is the only arty 
ultimately liable, and the serviceman 
would not be injured financially by im- 
mediate trial, is justice served? 

The courts have not-agreed. One 
court ordered trial in such a case and 
attempted to do justice by authorizing 
the use of the serviceman’s deposizion.® “ 
But a deposition has not the convincing 
effect of direct and cross examination 
in court. In another case a postpone- 
ment was ordered, although the de“end- 
ant had already been convicted, in a 
separate proceeding, of criminal negli- 
gence.2° In support of its decisicn to 
suspend trial, the court suggested that 
the serviceman’s duty to his insurer to 
co-operate in defending the case might 
be breached if trial were held in his ab- 
sence. But was not this begging the 
question? for how could an insurer be 
discharged if trial was by court order 
and the insured’s absence was beyond 
his control? 

In interpreting the meaning of the 
provisions governing postponement, 
courts should consider the purpose of 
the act as a whole. The spirit of mod- 
eration which characterizes the act sug- 
gests that relief was not contemplated 
in cases where postponement would 
damage the plaintiff much more than 
it would benefit the defendant. It has 
been held, for example, that postpone- 
ment should not be granted where suit 
is brought by a municipal authority 
against a serviceman to abate a nuisance 
declared to exist on his property. In 
this case the interests of society as a 
whole are more important than a single 


® Swiderski v. Moodenbaugh, 44 Fed. Supp. 
687 (D. Ore. 1942). 

10 Roister v. Lederle, 128 Fed. Supp. F. (2d) 
197 (C. C. A. 6th 1942). 

11 City of Cedartown v. Pickett, 22 S. E. 2d 
318 (Ga. 1942). 
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serviceman’s claim to protection. Cer- 
tainly courts have power to read excep- 
tions into the act. 


Postponement of execution on judginent 


The policy of the Soldiers’ and Sail- 
ors’ Civil Relief Act is to permit the 
plaintif to proceed as far with his case 
as possible without impairment of the 
serviceman’s legitimate interests. So the 
court, finding that a serviceman is able 
to defend, may allow the case to pro- 
ceed to trial and judgment. But there 
are cases where a serviceman can de- 
fend but cannot pay if his defense is un- 
successful. An additional protection 
must be given. The act provides that 
execution on judgments shall be sus- 
pended by court order if it appears that 
the serviceman’s ability to pay has been 
impaired by reason of his presenze in 
the armed forces. Seizure, sale, and 
sacrifice of the serviceman’s property in 
payment of debts must receive judicial 
authorization. 

Here also much discretion is given. 
Granting or refusing stay of execution 
is a matter for judicial decision on the 
merits of each case. If, despite his 
presence in the armed forces, it appears 
to the court that the servicemen can pay 
without great hardship, the application 
for stay will be refused. Furthermore, 
the relief granted may be made condi- 
tional upon continued payment of in- 
terest, taxes, and other charges. It fol- 
lows that the higher the rank (and 
therefore the pav) of the servic2man, 
the less is his chance of obtaining real 
relief from creditors’ claims.1* 


Relief after service 


One of the most important changes 
made by the 1942 amendmen:s provides 
for the readjustment of a serviceman’s 
civil obligations upon the termination 
of his service. Originally, with few ex- 

12 See Kelley v. Kelley, 38 N. Y. S. (2d) 344 
(Oneida Cy. 1942), 


ceptions, the serviceman was required 
to pay his debts within three months 
after discharge. Lengthening terms of 
service, during which obligations in- 
crease, now seem to necessitate greater 
relief. Accordingly, the amendments 
provide that in proper cases a service- 
man can, while in service or within six 
months after service, secure a court 
order extending the maturity date of an 
obligation for a period equal to that of 
his military service. In the case of a 
real estate mortgage, for example, the 
serviceman may be able to secure a re- 
writing to provide for extension of final 
payment by a time equal to the period 
of service, with accrued interest amor- 
tized over the extended period. In the 
case of an obligation already due in 
full—as a judgment claim—the service- 
man may secure the postponement of 
its enforcement for a period equal to 
that of his military service, provided 
that the amount due is paid in equal 
installments during the extended period. 


CoNCLUSION 


To some men in the armed forces, the 
provisions of the Soldiers’ and Sailors’ 
Civil Relief Act may not seem impor- 
tant. These are principally the younger 
men, called to service before they have 
surrounded themselves with the prop- 
erty relationships that accumulate with 
time. The act is of special importance 
to members of the middle class, who 
have advanced far enough to have assets 
but not far enough to own them clear. 
The number of this latter group will 
increase as the existence of dependents 
ceases to be ground for deferment. Pro- 
portionately, the importance of the Sol- 
diers’ and Sailors’ Civil Relief Act to 
the serviceman and the community he 
leaves behind will grow. 

We are dealing, therefore, with legis- 
lation of increasing consequence. Its 
present effects are of concern. Even 
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more important problems lie on the hori- We must ask, is it enough? or will fur- 
zon——the question of the efficacy of the ther arrangements have to be made 
act as a means for readjusting the serv- when the postponed but accruing obliga- 
iceman’s obligations upon homecoming. tions at last become due? 
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Administration of the Soldiers’ and Sailors’ 


Civil Relief Act 


By GERALD MONSMAN 


HEN the Soldiers’ and Sailors’ 

Civil Relief Act was enacted in 
October 1940, the Judge Advocate Gen- 
eral’s Office expressed the hope thet the 
act would be largely “persuasive” in its 
effect; that servicemen and their cred- 
itors would arrive at equitable adjust- 
ments of their several obligations on the 
basis of the criteria supplied by the act, 
and that court actions under the act 
would be the exception rather than the 
rule? 

It can now be recorded that this hope 
is being realized. The vast majority of 
cases arising under the act are not going 
to court, but are being adjusted by the 
interested parties on the basis of the 
“rules of the game” prescribed by Con- 
gress. Frequently this involves the ad- 
vice, negotiation, and persuasion of 
counsel, but it usually stops short of 
court action. ‘The administration of 
the act is, therefore, to a large ex- 
tent law office, rather than courtroom, 
administration. 

It is interesting to note that the 
predecessor to our present act, the Sol- 
diers’ and Sailors’ Civil Relief Act of 
the first World War, apparently en- 
joyed a similar experience. Mr. Regi- 
nald Heber Smith, writing shortly after 
the approval on March 8, 1918 of that 
act, said, “Relatively few of the cases 
go to court because in most instances 
some disposition is promptly reach2d by 
agreement.” ? 

1 “Outline of Soldiers’ and Sailors’ Civil Re- 
lief Act,’ prepared by Judge Advocate Gen- 
eral’s Office, The Daily Record, Baltimore, 
Vol. CV, No. 114 (Nov. 9, 1940), p. 2. 

2 Reginald Heber Smith, “The Soldiers’ and 


Sailors’ Civil Relief Act in Practice,” Mass. 
Law Quar., 3: 228, April 1918. 


35 


Reasons of patriotism are sufficient 
now, as they apparently were then, to 
persuade most creditors to co-operate 
generously in keeping with the spirit of 
the act. However, in the limited num- 
ber of cases in which this motive is not 
sufficient, there is still the fear of public 
censure as a strong motivating force to 
bring the creditors in line. The cases 
in which these joint forces are insuf- 
ficient are few and far between. 


THe STIMULUS OF THE WAR 


Experience with the act clearly indi- 
cates that no accurate view of its ef- 
fectiveness can be formed unless it is 
viewed as a war measure, enacted for 
an era of national emergency and ad- 
ministered at a time when public senti- 
ment runs strongly in favor of liberal 
construction. The current of popular 
feeling runs with its objectives, and the 
force of that current carries the appli- 
cation of the act past many ambiguities 
and loopholes which might theoretically 
suggest themselves. 

That is clearly the situation with ref- 
erence to the administration of the act 
during the war. What will happen af- 
ter the termination of hostilities, when 
there may be ancther hue and cry for 
a prompt return to “normalcy,” it is 
naturally difficult to predict. For that 
reason it is extremely fortunate that 
the amended act specifically gives its . 
beneficiaries “further relief” after dis- 
charge from seryice. The real test of 
how we shall treat our servicemen may 
still be ahead of us. After they have 
won our victory and returned to us as 
superfluous civilians, the temptation will 
lie at our door to sabotage the spirit 
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of the act when its letter does not bind 
us with meticulous accuracy. 


A LEGAL Am RESPONSIBILITY 


Under the Selective Service regula- 
tions, Advisory Boards for Registrants, 
although not precluded from advising 
registrants and their dependents with 
reference to the Soldiers’ and Sailors’ 
Civil Relief Act, are not directly charged 
with that responsibility. It therefore 
became extremely important that there 
should be an adequate number of law- 
yers in each locality who had familiar- 
ized themselves with the provisions of 
the act. Moreover, since a large num- 
ber of the servicemen and their depen- 
dents were from a stratum of the popu- 
lation which seldom if ever consults 
lawyers, it became still more important 
that these prospective clients should 
know to whom they could turn when 
they should need advice and representa- 
tion. Further, inasmuch as the mem- 
bers of this segment of the population 
were likely to be without means to pay 
an attorney’s fee, especially when on 
the point of being inducted, the bar of 
the country was confronted with the un- 
usual challenge of providing legal serv- 
ices in a specialized field, and that with- 
out compensation. 

Since such free legal services are 
merely a specialized form of legal aid to 
the general public, it is but natural that 
in those communities having legal aid 
organizations, the major part of the 
bar’s responsibility for the administra- 
tion of this act should be borne by them. 
As during the first World War, these 
organizations promptly declared them- 
selves prepared to give special attention 
to servicemen’s problems. As a result, 
a greater volume of this work is being 
handled by them than by any other law 


B Amendment of Selective Service Regula- 
tion No 103, Federal Register, Dec. 11, 1940, 
p. 4893, cited in A Manual of Law for Ad- 
visory Boards for Registrants, ist Ed., p. 9. 


2 


Offices, public or private. For this rea- 


son the experience of these offices with 
reference to the types of problems con- 
fronting the beneficiaries of the act 
should be fairly representative of the 
situation generally. 

On the basis of this experience it 
may be said that there have been two 
aspects to the administration of the act 
which have been of paramount impor- 
tance: first, the aspect of acquainting 
servicemen and their dependents with 
the existence of an act for their special 
protection; second, the application of 
the act to the problems of those who 
request advice or representation. 


NEED FOR INFORMATION 


The ever present reluctance of the 
bar to advertise itself and its services 
continues a potent barrier against fully 
acquainting the public with the exist- 
ence of an act which accords special 
rights to those who are brought into the 
Nation’s service and to their dependents. 

How real this problem is may be il- 
lustrated by the case of a serviceman 
whose wife, an expectant mother at 
home, was being worried by a creditor. 
After making several futile attempts to 
adjust the matter himself by corre- 
spondence, the serviceman wrote his 
home-town newspaper, apparently in 
the hope that some publicity in the local 
newspaper would scare off the creditor. 
The editor realized that the man’s dif- 
ficulty was not the lack of adequate 
protection, but his ignorance, two years 
after the passage of the act, of the ap- 
propriate enforcement agencies. The 
serviceman’s letter, instead of being 
published, was sent to the local legal 
aid bureau for action. Thereupon the 
editor proceeded to publish a series of 
articles on the existence of the Soldiers’ 
and Sailors’ Civil Relief Act and the 
means of enforcement. The result was 
an immediate increase in the number 
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of applications in the local legal aid 
office for services under the act. 

Undoubtedly, one of the chief difficul- 
ties in keeping servicemen informed of 
their rights and the availability of free 
legal services to them is the constantly 
changing personnel in the various camps 
and training stations. It is, perhaps, 
after all, not surprising that an act 
which affects the legal rights of millions 
of people in a most drastic fashion 
should not be commonly known For 
that reason, it is very fortunate that 
the amendments of 1942 provide In Sec- 
tion 105: 


The Secretary of War and the Secretary 
of the Navy shall make provision, in such 
manner as each may deem appropriate for 
his respective Department, to insure the 
giving of notice of the benefits accorded 
by this act to persons in and to persons 
entering military service. The Director of 
Selective Service shall co-operate with the 
Secretary of War and the Secretary of the 
Navy in carrying out the provisions of this 
section. : 


NATURE OF PROBLEMS 


The services rendered under the act 
may be roughly grouped under those 
rendered to servicemen and those ren- 
dered to their dependents. As will be 
mentioned later, while this is being writ- 
ten, the American Bar Association is in 
the process of organizing, in co-opsration 
with the War Department, for the ren- 
dering of legal services in the camps 
where the men are stationed. Thus far, 
however, these services have to a large 
extent been rendered in the law offices 
of the communities surrounding the 
camps, or in the home communities 
where the dependents are resident. It 
is obvious that most legal problems, 
apart from that of giving simple advice, 
call for adjustment in a person’s home 
community. For that reason, legal 
questions, whether they originate with 
the men in the service camps or with 


their dependents at home, have a tend- 
ency to gravitate to the home commu- 
nity for final solution. 

The primary problems which arise 
under the act may be roughly grouped 
under six headings: rent matters, in- 
stallment contracts, loans, mortgages, 
insurance, and marital relations. There 
are other matters, such as taxes, wills, 
powers of attorney, and others, con- 
cerning which servicemen need assist- 
ance, but not all of these fall under the 
act, and they do not stand out so promi- 
nently as hazards to the morale of the 
armed forces. A few cases may help to 
illustrate what the act is doing to main- 
tain that morale. 


Rent 


Possibly more court cases under the 
act grow out of the provisions suspend- 
ing evictions than out of any other part 
of the act. Illustrative of this type of 
case is that of the family of Richard 
Roe. Although he had a wife and child, 
Richard wanted to do his bit to fight 
the Axis. He was not drafted, but he 
joined the Army voluntarily, trusting 
that on the allowance he would make 
to his wife out of his Army pay and with 
such employment as she might obtain, 
she would be able to get along. How- 
ever, after enlistment his pay was, as 
usual, somewhat slow in coming through. 
Moreover, his wife fell ill and she could 
not go out to get employment as had 
been anticipated. The landlord became 
insistent on being paid his rent, and 
brought eviction proceedings. 

At this point the wife appealed to the 
Army Emergency Relief for assistance. 
Army Relief referred the matter to the 
local legal aid office. The provisions of 
the Soldiers’ and Sailors’ Civil Relief 
Act were invoked, and the court sus- 
pended eviction proceedings until some 
arrangement could be made to help the 
family. The Red Cross made an in- 
vestigation. Thereupon Army Relief 
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agreed to pay the current rent bills as 
they came due until such time as the 
wife would be able to get employment 
and resume payments on her own ac- 
count. The payment of the arreareges 
was suspended until the wife’s accumu- 
lated allowance came through. The 
stay of eviction was essential to give 
the requisite time within which all in- 
terested parties could work out a satis- 
factory solution. 


Installment contracts 


As has been said, most busiress 
houses are co-operative when service- 
men or their dependents are involved 
in financial difficulties. However, occa- 
sionally a business establishment forgets 
about the Soldiers’ and Sailors’ Civil 
Relief Act and acts without regard to 
the rights of a serviceman’s dependents. 
That was the case of the wife and ckild 
of the man who was inducted into -he 
service with a furniture bill unpaid. 
The store became peremptory in its de- 
‘mands for payment, which the wife 
could not make, and finally repossessed 
all it had sold the couple. ‘That left 
the wife and child sleeping on the floor 
in a fairly vacant house. When the 
replevin action was heard in court, the 
protective provisions of the Soldiers’ 
and Sailors’ Civil Relief Act were in- 
voked, and the judge promptly applied 
the law. It was arranged that the store 
would forthwith return the furniture to 
the serviceman’s dependents, would 
waive any payments on the accrued ar- 
rearages, and would in the future accept 
reduced installments out of the allow- 
~ ance the wife expected to receive after 
November 1, 1942. The wife and child 
of this serviceman thereafter again slept 
in a bed. 

It should be borne in mind that in 
viewing the administration of the ect 
one is constantly confronted with a di- 
chotomy of the life history of the act 
in a B.C.-A.D. arrangement in which Cic- 


THE ANNALS OF THE AMERICAN ACADEMY 


tober 6, 1942, the date of the approval 
of the amendments to the act, repre- 
sents the zero date. Prior to that date 
much had to be accomplished by per- 
suasion and negotiation, which can now 
be demanded as a right. 

Illustrative of this situation is the 
case of a draftee from one of the At- 
lantic seaboard states who was stationed 
far from home. He had been inducted 
into the service before he could settle 
his affairs. He was the owner of an 
automobile which was not yet fully paid 
for and on which he had also taken 
loans with small loan companies. In 
addition, he had authorized a garage 
to make certain repairs on the car and ' 
these repairs were unpaid for, and the 
garage was charging storage on the car. 
The finance and loan companies had 
gone along with the draftee in very fine 
shape and were still willing to carry him 
without any payments, either principal 
or interest. However, the garage in 
which the car was stored insisted on 
being paid for its repairs and storage 
bill, which now covered a period of sev- 
eral months. 

Since, prior to October 6, 1942 the 
act was not adequate to protect the 
draftee under the circumstances of 
this case, something had to be done 
promptly to avoid a forced public sale 
at a loss to the draftee. It was at this 
point that the draftee wrote his home- 
town legal aid office. That office went 
into a huddle with the various creditors, 
and it was agreed that one of the credi- 
tors would arrange for the private sale 


‘of the car at its fair market value. The 


creditor would thereupon pay off the 
liens of all creditors and deliver the 
balance to the soldier’s attorney. After 
all of the draftee’s indebtedness against. 
the car had been paid off, a sum of 
money, which to a $21-a-month man 
would be substantial, was left. This 
was then deposited in a local bank to 
the credit of the serviceman, who had 
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in the meantime left the United States 
for parts unknown. 3 

Then there was the case of John 
Jones, who had purchased a used auto- 
mobile in February 1940. He was in- 
ducted into the service during April 
1941. He had been very faithful in 
the payments on his automobile and 
had well over half of the price cf the 
car paid. That entitled him, even be- 
fore October 6, 1942, to the protection 
of the act when he defaulted in his pay- 
ments as a result of his induction into 
the service. However, the financing 
company overlooked this little detail, 
and without obtaining the requisite 
court order, repossessed the automobile. 
A friend of the draftee made a bargain 
with the financing company for tne re- 
lease of the car upon promise of pay- 
ments to be made jointly by the friend 
and the draftee. The payments ar- 
ranged for were, however, higher than 
the draftee would be able to meet on 
his $21 a month. 

At this stage the draftee consulted 
an attorney and was advised of his 
rights under the act. The atzorney 
communicated with the financing com- 
pany and informed it that it had vio- 
lated the law in repossessing a service- 
man’s car without a court order; that 
there was no consideration for the 
promise made by the friend, and that 
since the serviceman could not meet the 
terms, the company must not expect 
compliance with that promise; that re- 
possession charges would not be recog- 
nized, and that the draftee would make 
payments only as and when he was able, 
on the legitimate balance still due on 
the car. The finance company, recog- 
nizing the force of the law it had at first 
ignored, agreed to the new arrangement, 
and the serviceman could return to his 
duties with one more worry off his mind. 

Prosecution would have been in order 
in this case. However, the criminal 
penalties of the act are practically, if 


not entirely, unused except for their 
persuasive power. The transgressors 
repent too soon and make amends too 
readily to bring the prosecutor into 
play. 

A case of a different variety was the 
worry of a mother of a draftee. She 
consulted an attorney about her son’s 
predicament. Before he was inducted 
into the service, he had bought his best 
girl friend a ring and he was paying 
for it on the installment plan. All went 
well until he was inducted into the serv- 
ice, and then defaults set in. The ven- 
dors of the ring were pressing the girl 
for the payments which her soldier 
friend could not make. ‘The girl had 
her own obligations and had hardly 
expected to have to pay for the ring. 
She was a member of a large family 
and was helping to support her parents 
and younger brothers and sisters. 

All this was causing the draftee no 
end of embarrassment. His mother said 
that she had tendered the vendors small 
payments on her son’s behalf, as much 
as she could afford to make, but the 
vendors had refused to accept them. 
The attorney communicated with the 
vendors, called attention to the provi- 
sions of law for the protection of serv- 
icemen, and insisted that they refrain 
from annoying the serviceman’s fiancée 
and accept smaller payments. The 
vendors promptly agreed to accept such 
payments as the mother could make 
until the draftee could resume payments 
himself. 


Loans 


Most small loan companies have been 
co-operative, some of them canceling 
interest charges for the service period, 
and many reducing them to 6 per cent 
per annum even before the amendments 
to the act made that mandatory. How- 
ever, the exceptional case is illustrated 
by that of Mrs. John Doe. She had 
signed her husband’s note as an accom- 
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modation comaker and joined in a chat- 
tel mortgage on their furniture. There- 
after the couple had separated, and still 
later he had volunteered for the Navy. 
Payments were slow in coming throigh 
from the husband, and the loan com- 
pany caused the wife, who in poor 
health was barely eking out an existence 
for herself and child, no end of warrv 
by annoying her employer, threatering 
foreclosure on furniture, and using gen- 
erally hard-boiled collection tactics. 
The company’s “defense” in this case 
was the alleged secretion of assets, and 
that the wife, as a result of the separa- 
tion, was not a dependent of a serv-ce- 
man. The first assumption was wrong 
in fact, the second wrong in law. Oaly 
a downright threat of court action under 
the act against the lender brought peace 
of mind to this harassed dependent of 
a serviceman. 


Mortgages 


A home purchased on a contract con- 
taining a forfeiture clause in case of 
default, of which clause an irate vendor 
wishes to avail himself unless the sezv- 
iceman’s dependents do so and so, is 
easily saved for the vendees by a sess:on 
with the vendor in which the act is the 
text of the discussion. Or a home cov- 
ered with a mortgage is usually assured 
for the mortgagor’s use and occupation 
merely by advising the mortgagor what 
he may expect and sending him off to 
readjust his payments with his mort- 
gagee, plus the parting warning to be 
certain to return for further assistar.ce 
if the matter is not amicably adjusted. 
Few need return for further help. 


Insurance 


Insurance matters largely involve gd- 
vice as to the types of policies covered 
by the act and directions as to how to 
qualify a policy for guarantee of pre- 
mium payments by the Veterans Ad- 


ministration. The only cases causing 
difficulty in this field are the policies 
which have lapsed before they were 
brought under the act. Reinstatement 
of such policies does present a problem 
in persuasion and a test of generosity 
on the part of the insurer. 


Marital relations 


Although the act does not specifically 
bear on marital relations, a large pro- 
portion of the servicemen’s cases com- 
ing to the attention of legal aid offices 
do concern these relations. The com- 
pulsory allowance feature for Class A 
dependents under the Allowance and 
Allotment Act leads many servicemen 
to seek divorces from undeserving wives. 
If the serviceman were available to 
press his suit in the appropriate juris- 
diction, which he usually is not, ,these 
cases would present no special difficulty. 
On the other hand, when a wife wishes 
to sue her husband, who may have left 
her years ago, for divorce, the problem 
of obtaining proper service on the de- 
fendant and of obtaining a fool-proof 
decree under the act, except by consent 
of the defendant if he can be served, is 
practically insuperable. For these rea- 
sons the exigencies of the service, cou- 
pled with the provisions of the act, have 
virtually frozen the marital status of 
most servicemen, often against their 
wills and to their financial loss. 

A happier side of this picture is the 
service which lawyers are able to per- 
form in many states for servicemen in 
obtaining the waiver of waiting periods 
prior to the issuance of marriage li- 
censes, when cupid wishes to complete 
on short notice, prior to embarkation 
or transfer, a romance which may have 
been long in the making but never 
sealed. But such Elysian pictures 
carry us beyond the scope of the Sol- 
diers’ and Sailors’ Civil Relief Act, and 
we shall have to leave them for the 
more prosaic consideration of the means 


\ 
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now being developed to ensure a more 
adequate administration of that act. 


LOcAL PROCEDURES 


As early as 1940, the Americen Bar 
Association created a Committee on 
National Defense (now known as the 
Committee on War Work), with a com- 
mittee member in each Federal Judicial 
Circuit. The committee, with head- 
quarters at- Washington, sought to or- 
ganize the bar’s efforts on behalf of 
servicemen and their dependents, as 
well as with reference to every other 
phase of national defense. This com- 
mittee encouraged the establishment of 
similar committees in all states and in 
the local communities. These latter 


committees were relied on to render the 


requisite services in each locality, and 
usually worked in close co-operation 
with legal aid offices where these ex- 
isted. A plan was devised wheraby re- 
quests for legal services could be routed 
from Army camps, naval stations, and 
other service centers through the com- 
mittee’s Washington headquarters to 
the local committees. 

However, the circuitous course of 
such requests for service, the absence 
of close contact, and the loss of time 
involved, naturally suggested a revision 
of the procedure in several respects 
when actual war increased our military 
establishment by leaps and bounds. 
The common element in all tkese re- 
vised schemes was the effort to bring 
the service to the men’ on the military 
or naval reservation, rather than to 
leave the burden on the men to seek 
in person in a near-by law office, or by 
correspondence with a distant cne, the 
services which they needed. Mlustra- 
tive of the numerous experimer:ts con- 
ducted in scattered localities are the 
following: 

Fort Bragg, North Carolina—The 
Legal Aid Clinic of Duke University, 
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in co-operation with the local bar and 
the Red Cross, established, at the invi- 
tation of the commanding officer, a 
servicemen’s legal aid clinic at Fort 
Bragg. Space and equipment were pro- 
vided by the Army. Attorneys and 
clerical help were provided by the Duke 
University clinic and the bar. The 
clinic is in session'at specified hours one 
day a week. 

Miami Beach Air Base, Florida.—At 
the Miami Beach Air Base an in-service 
lawyer was placed in charge of an office 
known as the “War Bond, Insurance 
and Legal Clinic.” The name seems to 
describe the function of the officer in 
charge of this clinic. 

Corpus Christi Naval Air Station, 
Texas.—From the United States Naval 
Air Station at Corpus Christi it has been 
suggested to the Secretary of the Navy 
that a department be established in 
the Judge Advocate General’s Office of 
the Navy to operate in each naval sta- 
tion as a legal aid office functions in 
civilian life. Such services are now 
being rendered at that station by one 
of the naval officers. 

Lowry Field, Colorado.-—The Lowry 
Field plan provides for a legal aid clinic 
established at the field in co-operation 
with the Denver Bar Association. Its 
chief feature is that it combines the skill 
of in-service personnel, both legal and 
secretarial, with expert legal assistance 
from civilian life. The readily dis- 
posed-of matters are handled directly 
by the in-service lawyers and their as- 
sistants in the clinic. However, any 
serviceman can arrange through the Red 
Cross field director, a chaplain, or the 
clinic personnel for an appointment 
with a civilian attorney. Such attor- 
neys visit the clinic on stated days by 
arrangement with the Denver Bar As- 
sociation. The servicemen thus have 
the advantage of a civilian lawyer, not 
connected with the service, for their 
more confidential matters. The confi- 
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dential professional relationship is 
thereby maintained. 

Moreover, under this plan ‘the in- 
Service personnel reserve their more in- 
volved matters for consideration by the 
visiting local attorneys. If the matters 
require action in other jurisdictions, 
these attorneys in turn refer the matters 
to the bar association committee or the 
legal aid organization of the locality 
where the problem centers. Two fea- 
tures of the plan are: (1) systematic 
efforts are continuously made to keep 
the field’s personnel informed of the 
available legal service; and (2) the 
Army disavows any responsibility for 
the services rendered, but merely makes 
available to its personnel the services 
of in-service lawyers and civilian attor- 
neys when needed. 

This plan has been very successful 
both as to the demand for services and 
in the support and co-operation given 
it bv the bar. 


NATIONWIDE ORGANIZATION 


It is understood that the various as- 
pects of the Lowry Field plan have so 
impressed the American Bar Associa- 
tion that it has offered to the War De- 
partment its co-operation in establish- 
ing a similar legal aid office in every 
military reservation throughout the 
country. Latest reports at this writ- 
ing, although no public announcement 
thereof has yet been made, are that 
the War Department may be expected 


to act favorably upon the proposal in 
the near future. 

If this should materialize (and this 
may occur before this discussion ap- 
pears) and a similar program should 
be followed by the Navy, we shall have 
advanced with impressive strides in our 
administration of the Soldiers’ and 
Sailors’ Civil Relief Act and in the ren- 
dering of other legal services to our 
armed forces. Such a program would 
have the advantage of: (1) publicizing 
among the men both their rights and 
means for their protection; (2) render- 
ing the service at the point where it is 
needed; (3) providing an in-service or 
civilian attorney as the nature of the 
case may suggest; and (4) providing 
an adequate referral system when the 
matter cannot be disposed of locally. 

Moreover, the plan would utilize to 
the best advantage the legal resources 
available, namely: in-service lawyers, 
supplemented by civilian members of 
the bar, on the military and naval reser- 
vations; and legal aid organizations on 
the home front, supplemented, where 
these do not exist, by bar association 
committees on war work. It would be 
difficult to draft a better-balanced chart 
of legal services. Yet this chart, so far 
from being the symmetrical dream of a 
theorist, bears the authenticating seal 
of having grown from the tested experi- 
ence of those who have both the morale 
of the armed forces and the honor of 
their profession at heart. 


Gerald Monsman, LL.B., J.D., ts counsel of the 
Legal Aid Bureau, Inc., Baltimore, Maryland, and 
supervisor of the Legal Aid Clinic of the Law School 
of the University of Maryland. He served as attor- 
ney with the United States-Mexican Claims Commits- 
ston, Department of State, Washington, in 1935-36. 
He is a member of the Executive Committee of the 
National Association of Legal Aid Organizations, 
member of its Committee on Wartime Services, and 
chairman of its Committee on Federal Legislation. 


Consumer Credit and the Soldiers’ and Sailors’ 


Civil Relief Act 


By M. R. 


OHNNY kas gone off to war and 

left his creditors behind. 

Cocking a benevolent finger at the 
creditors, Uncle Sam has said, “Him 
you shall not disturb. Whi: my 
nephew shoulders his gun, I would not 
have him upset or diverted from his 
grim tasks. In due course you shall 
have your bond, but I will have no en- 
forcement through the courts of the 
customary civil liabilities mere_y þe- 
cause his military service makes pay- 
ment impossible. Leave him alone, and 
he will come home, honoring his debts 
behind him.” 

Millions strong, and millions more 
to go, Johnny marches and counter- 
marches in the training camps ard puts 
his deadly lore to use on the battle 
fronts, secure in mind that the Soldiers’ 
and Sailors’ Civil Relief Act of 1940, 
as amended 1942, has stayed judicial 
proceedings and transactions which 
would prejudice his civil rights because 
military service interrupted his usual 
employment, income, and ability to pay. 
By the scores of thousands Jenny has 
joined up—with the same protection. 


Hica LIGATS or THE ACT 


The act is not a loophole through 
which a debtor of bad faith may dive 
to escape a just debt; it does nct grant 
an automatic moratorium as to civil 
obligations during military service; it 
forgives no indebtedness; it does not 
relieve the debtor from the actual pay- 
ment of debts incurred before entering 
military service; it affords relief only 
when, because of his military service, 
the debtor’s ability to meet his obliga- 
tions is impaired; then he is granted 
extension of time to perform his con- 
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tract. It does deter the creditor who 
is unreasonable or irresponsible; en- 
forcement of certain civil rights that 
run to the creditor are postponed. Re- 
lief is at the discretion of the courts and 
is principally against the penalties that 
would ordinarily be imposed for non- 
payment of the obligations. Relief is 
not granted for obligations incurred 
after donning the uniform. 

By far-reaching amendments effective 
October 6, 1942, relief originally af- 
forded those in military service is also 
thrown around all persons primarily or 
secondarily liable on the obligation, and 
also around their dependents. How- 
ever, under the new amendments, those 
secondarily liable (as sureties, guaran- 
tors, endorsers, and accommodation 
makers—comakers), although entitled to 
the same relief as the maker, may, in a 
separate written instrument, waive the 
benefits of the act. If the person sec- 
ondarily liable subsequently goes into 
military service, the waiver is void. 

Of special relevancy to consumer 
credit grantors are a number of the 
amendments to extend and clarify the 
relief given by the original act. Unless 
otherwise directed by the courts, in- 
terest (including service charges, re- 
newal charges, Iees) is prohibited at a 
rate in excess of 6 per cent per year 
during the period of military service. 
Exercise of any legal rights in contract 
and mortgage obligations involving real 
or personal property is not permitted 
the creditor except through application 
to the court, which has the discretionary 
power to stay or suspend all proceed- 
ings. If the court rules for repossession 
of the goods by the holder of conditional 
sale contract, bailment lease, or similar 


44 THE ANNALS OF THE AMERICAN ACADEMY 


instrument, it may require refund of all 
or part of the payments made or make 
. any other adjustment it deems equi- 
takle. Three disinterested appraisers 
may be appointed by the court to guide 
it to arrive at a fair value for the prop- 
erty involved. If the court grants a 
stay of enforcement during military 
service, it may provide for the payment 
of the amount due in installments ex- 
tending from the termination of mili- 
tary service for a span of time equal to 
the length of military service. 

Nothing in the act forbids voluntary 
payment by the military, or any volun- 
tary modification of the contract negoti- 
ated in writing after the debtor is or- 
dered into service, nor does it preclude 
normal efforts by the creditor to make 
contact with the debtor in his new 
surroundings.* 


1 Those who are interested in the legal 
technicalities of the act are referred to: (1) 
The Soldiers’ and Sailors’ Civil Relief Act of 
1940, amended in ch. 888, Public Law No. 861, 
of the 76th Cong., 3d sess., approved Oct. 17, 
1940; (2) Soldiers’ and Sailors’ Civil Relief 
Act Amendments of 1942, embodied in ch. 
581, Public Law No. 732, of the 77th Cong., 
2d sess., approved Oct. 6, 1942; (3) Soldiers’ 
and Sailors’ Civil Relief Act of 1940, as 
Amended, Washington: American Association 
of Small Loan Companies, Nov. 1942; (4) 
Questions and Answers Under Soldiers’ and 
Sailors Civil Relief Act of 1940, as Amended, 
Washington: American Association of Small 
Loan Companies, Jan. 1943; (5) Retail Credit 
and the Soldiers and Sailors’ Civil Relief Act, 
Wastington: Retail Credit Institute of Amer- 
ica, Inc., Oct. 1942; (6) Linn Kenneth Twi- 
nem, “Extent of Debt Relief for Persons in 
Military Service,” Neb. Law Rev., 20: 221-36, 
June, 1941; (7) Committee in War Work of 
the American Bar Association (Comp.), A 
Manual of Law for Use by Advisory Boards 
for Registrants (2d ed), Washington: Gov't 
Printing Office, Sept. 1942; (8) Analysis of 
Soldiers and Sailors Civil Relief Act Amend- 
mente of 1942, prepared by Richard O. Wies- 
ner, of the Jaw offices of Jackson R. Collins, 
111 Broadway, New York City; (9) J. Gor- 
don Delsius, The Soldiers’ and Sailors’ Civil 
Relie} Act: Consolidation of 1940 and 1942 
Statuses, St. Louis: National Retail Credit 


SIzE OF INDEBTEDNESS 


How much Johnny and Jenny owe in 
unpaid claims has not been tabulated. 
Statistically, it certainly is a sizable 
amount. In the field of consumer credit 
alone, their unsatisfied creditors can 
reckon the score in hundreds of millions. 
In August 1941 consumer credit stood 
at an all-time high of ten billion dollars. 
Wartime priorities, credit restrictions 
under Regulation W, shortage of con- 
sumer durable goods, and increased in- 
comes whittled this debt down to about 
six billion dollars by December 31, 
1942. Johnny and Jenny come from 
income brackets that use most of this 
credit; but as they are heavily selected 
from those free of family responsibili- 
ties, their debts will be below the group 
average. Nevertheless, if they them- 
selves owe only 5 per cent of the total, 
they could be dunned for three hundred 
millions.® 


Association, Dec. 2, 1942; (10) Robert H. 
Skilton, “The Soldiers’ and Sailors’ Civil Re- 
lief Act of 1940 and the Amendments of 
1942,” U. of Pa. Law Rev., Vol. 91, No. 3, 
Nov. 1942. 

2By Regulation W the Federal Reserve 
Board has limited the issuance of consumer 
credit by requiring cash payment of one-third 
of the purchase price in the case of credit 
sales of listed consumer durable goods, the 
balance to be paid within one year. Install- 
ment loans for the purchase of consumer 
durable goods are likewise restricted by for- 
bidding loans for an amount greater than 
two-thirds of the purchase price of the article 
for which the loan is made. Installment loans 
for general purposes (with certain specified 
exceptions) are restricted for a one-year pe- 
riod. Restrictions are also placed upon the 
use of charge accounts by requirement that 
the charge shall be paid by the tenth day of 
the second month following the purchase.— 
R.E S. 

3 This is the crudest kind of an estimate. 
It is based on reports that, according to pres- 
ent indications, 5 to 10 per cent of the cus- 
tomers of consumer credit institutions may 
be inducted into the military services. 
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QUESTIONS RAISED 


Here is a situation new alike to the 
current generation of creditors and of 
debtors. An abrupt change in the nor- 
mal relationship of creditor and debtor 
shoves aside, as inoperative for the du- 
_ ration, the whole foundation of legal 
compulsion to honor obligations by 
which the one extends and the other 
accepts credit. Here is a social scien- 
tist’s dream come true; before his very 
eyes, a social experiment in action tests 
the whole credit extension process 

Has the granting and use of credit 
been badly done, supported mainly by 
Big Fist collection? Now that the 
power in the Big Fist has been neu- 
tralized, will the process break down 
badly? Or has it been well done, so 
that it stands up because the faith of 
the grantor is justified by the perform- 
ance of the acceptor? How do Jchnny 
and Jenny react to the new-found free- 
dom from judicial pressure? Does 
Johnny use it as an out to wash his 
hands of all responsibility? Does 
Jenny? With the legal foundation 
snatched from under their credit su- 
perstructure, do Mr. Vendor anc Mr. 
Lender shudder at the prospect of col- 
lapse of their organizations under a 
heap of worthless, repudiated debts, 
scaring them into a freeze-out of further 
credit? What changes in operating 
procedures has the passage cf the Sol- 
diers’ and Sailors’ Civil Relief Act 
brought about among consumer credit 
institutions? 

Formulating these general questions 
in more precise terms, I asked purveyors 
of consumer credit: 4 


4American Bankers Association; American 
Industrial Bankers Association: American 
Trust Company, San Francisco; Commercial 
Investment Trust, Inc.; Credit Union National 
Association, Inc.; General Motors Acceptance 
Corporation; Industrial Trust Company, Wil- 
mington, Del.; Manufacturers Trust Company, 
New York City; Morris Plan Banxers Associa- 


1. What changes have been made in 
the credit policies of your organization 
because of the relief afforded debtors 
under the Soldiers’ and Sailors’ Civil 
Relief Act? 

2. In view of the experience of your 
organization, is there evidence of a 
“blackout” of credit which denies credit 
facilities to worthy installment pur- 
chasers or borrowers? 

3. What is your experience with 
debtors in the military service? Can 
you state roughly the percentage of 
those who are delinquent, and the per- 
centage of those who simply refuse to 
pay at all? 

4, What steps, if any, do you take 
immediately when the debtor announces 
that he is going into the service? 


CREDIT PSYCHOLOGY 


Merely to summarize the answers re- 
ceived from these credit grantors whose 
economic existence depends on their 
skill in recognizing credit worthiness, is 
easy; to interpret the results takes us 
into the little-explored field of credit 
psychology—a field for fruitful re- 
search. If the successful separation of 
sound credit risks from poor credit risks 
were reducible to exact laws, we should 
be able to forecast the effect on the na- 
tional consumer credit structure of any 
change in the underlying legal relation- 
ship of debtor and borrower such as 
that created by the Soldiers’ and Sailors’ 
Civil Relief Act. However, we know 
very little about the psychology of 
credit. In years of close association 
with consumer credit, I have run across 
only three articles that bear remotely 
on this subject: one, an attempt to rank 
credit worthiness by occupations; ® the 


tion; National Retail Dry Goods Association 
(Credit Management Division); National Re- 
tail Furniture Association; Retail Credit In- 
stitute of America. 

5 Dwight A. Stewart, Factors Affecting the 
Credit Ratings of Consumers Located in 
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second, a simple experiment to compare 
“credit judgment” of professional credit 
men with that of laymen—neither toc 
reliable; $ the third, a pioneer contribu- 
tion to the social problem of what may 
be called the “psychiatric debtor.” 7 

In default of more precise knowledge. 
I venture a few conclusions based on 
long observation and many years of 
intimate association with credit prob- 
lems. If the observations are reason- 
ably accurate, we should be able to spell 
out in advance how Johnny and Jenny 
would honor their debts under any 
sudden change of status, and to check 
our a priori forecast against the answers 
of our poll of the consumer credit 
institutions. 

What makes men pay? Some men 
will pay their bills; some will not. 
Color, creed, financial competency, na- 
tionality, occupation, race, have no 
bearing. It depends on the individual. 
How to cull the credit-unworthy from 
the credit-worthy is an art the devotees 
of which rely on some rough-and-ready 
rules tested by experience. 


CREDIT JUDGMENT 


Creditors sometimes classify borrow- 
ers into two groups—those who will 
pay and those they “gamble” on. Such 
a classification implies that the investi- 
gation on which credit was granted was 
inadequate for the second group. Ig- 
norance was substituted for knowledge. 
To gamble means to play a hunch or 
to bet on ignorance; to gamble on credit 
extension means to advance credit with- 
out knowing all the facts that a thor- 
ough “look-up” would disclose If Jazi- 





Franklin. County, Ohio, Bureau of Business 
Research, Ohio State University, 1942. 

8 Harry W. Hepner, Psychology of Modern 
Business, ch 8, “Extending Credit ” 

TA. A. Heckman, ‘Sociological Effects of 
the Restriction of Consumer Credit,” in Pro- 
ceedings of Conference on Consumer Credit in 
the National Emergency, University of Minne- 
sota, Nov. 1941. 


ness did not prevail over diligence, then 
the search for credit facts would dis- 
close enough derogatory information to 
turn down the request, or it would prop- 
erly put the applicant for credit in the 
first classification of those who will pay 

In making look-ups, investigators as- 
semble facts about the applicant’s char- 
acter, about his income (capacity), and 
about the security (collateral) he can 
offer Traditional methods of investiga- 
tion are complicated these days by war 
conditions, which make it difficult to 
assemble facts about migrated workers 
who are far from their normal homes, 
to determine how much spendable in- 
come is left after allowance for Federal 
income taxes, Victory tax, social se- 
curity, unemployment insurance deduc- 
tions, and Victory Bond purchase pro- 
grams, and to know when so-called 
security has real value rather than a 
fictitious value which will vanish when 
inflationary forces are abated. 

Defective look-ups fail to disclose 
personal and family problems that make 
for breakup of the family or lead the 
breadwinner under stress to seek refuge 
from reality. In peacetime, when diff- 
culties become too severe for a certain 
type of debtor, he runs away; in war- 
time, he enlists. A special kind of 
chronic debtor represents an extra haz- 
ard that tests the perspicacity of credit 
judgment. Frustrated individuals are 
driven to satisfy emotional needs in 
many ways; some seek relief or escape 
from reality by a periodic debt splurge 
which plunges them repeatedly below 
their financial depth. Few credit grant- 
ors recognize the true problem of this 
psychiatric debtor. For them he is 
merely an extra tough collection case. 
Too few creditors have the trained so- 
cial worker’s ability to recognize chronic 
drinking, marital incompatibility, and 
other similar evidences of emotional in- 
stability as signs which endanger debt 
amortization budgets. 
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The policy of getting all the relevant 
facts in credit investigation is not new, 
but if it is often violated with poor re- 
sults in normal times, it is particularly 
bad in the present situation. Of course, 
the credit investigator may be diligent 
but still lack the experience or the 
ingenuity to uncover all the relevant 
information, so that in the end, despite 
all his care, he may still find himself 
with a “gamble” account. 


COLLATERAL, CAPACITY, CHARACTER 


Collateral enters into the credit equa- 
tion because the credit grantor relies on 
it as a short-cut substitute for a com- 
plete investigation of credit worthiness, 
or as an additional safeguard against 
error in his credit judgment. In the 


consumer credit field, security is associ- . 


ated more with vendor transactions than 
with lender deals. The vendor looks to 
an equity margin which will return the 
unpaid balance by resale if he repos- 
sesses the security for nonpayment. 
Capacity to pay an obligation is 
based on disposable income. Most con- 
sumers can keep a reasonable balance 
in their budget between commitments 
and ability to meet them. Thos2 with 
less understanding in such matters need 
the credit grantor’s help to keep from 
going overboard by easy optimism on 
capacity to repay. Too many business- 
men advance credit regardless of merit, 
and trust to tough collection methods 
to recapture the advances. The social 
consequences of overliberal credit of this 


kind are bad for the individual, and- 


in the long run, for the businessman. 

Character is the independent variable 
in the credit equation; capacity and 
collateral are incidental. If the debtor 
has had satistaction in the transaction 
and his character is good, he will dis- 
charge the obligation no matter how 
changed his conditions before he com- 
pletely amortizes the debt. If char- 


acter be defective, avoidance will be 
attempted. 

The criterion by which the debtor 
measures himself, changes with the em- 
phasis the creditor puts on tangible col- 
lateral or on the intangibles. If the 
vendor insists on an equity margin in a 
tangible good, the debtor has no com- 
punctions about his integrity if he de- 
fauls to let the creditor repossess the 
coleteral to discharge the unpaid bal- 
ance. In his mind, the obligation and 
the goods are interchangeable; the re- 
possession of the one clears the other. 
If the lender makes the transaction on 
faith, the borrower will pay even though 
the commodity he bought with the bor- 
rowing is dissipated, lost, stolen, con- 
verted, or destroved. 


WHat WE SHOULD EXPECT 

Now, if this a priori analysis of the 
psychology of Johnny and Jenny, debt- 
ors, is correct, what should we expect 
our survey of the effect of the Soldiers’ 
and Sailors’ Civil Relief Act to disclose? 
We should expect to be told that: 

1. Accounts that would pay before 
entering military service will pay after 
induction. Character does not change 
when the uniform is substituted for 
mufti; the obligation still remains a 
bond to be discharged according to the 
terms. If ability to meet these terms is 
impaired by the lower pay of military 
service, payment will take longer, but 
the debt will be paid. 

2. A small minority of debtors will 
refuse to pay. They are mostly the 
ones to whom credit never should have 
been extended in the first place; many 
of them are the “gamble” accounts or 
the emotionally unrestrained splurgers 
into debt about whom credit grantors 
had insufficient information on which to 
reach a balanced judgment. 

3. The Soldiers’ and Sailors’ Civil 
Reef Act will not cause a drying up of 
credit. Credit grantors are not in- 
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hibited by fear of nonpayment caused 
by the acz. Knowing their Johnnys and 
Jennys by experience, credit grantors 
will seek more carefully to weed out 
those unworthy of credit; they will ‘try 
to grant credit in spite of the limitations 
imposed by the act. 

4, Collection difficulties under the 
act vary in proportion to the degree 
credit grantors rely on tangible security 
as against the intangibles of character. 
Those who stressed equity margin in 
repossessable goods have poorer experi- 
ence than those who made character 
deals. 


SHRINKAGE OF CONSUMER DEBT 


Now let us look at the record. The 
outstanding credit characteristic of the 
current period has been the liquidation 
of debt. Previously, consumer debt 
rose and fell in close parallel with the 
national income payments. With the 
onset of war, the two parted company. 
National income zoomed to unprece- 
dented heights; consumer debt was 
steadily amortized. 

A number of factors contributed to 
the decline: the almost complete dis- 
appearance from the market of con- 
sumer durable goods made of strategic 
and critical materials, such as auto- 
mobiles, refrigerators, ranges, washing 
machines, vacuum cleaners, and other 
household appliances; Regulation W, 
which telescopes the time in which pay- 
ment must be made if debt is incurred, 
and which calls for a stiff down pay- 
ment as compared with little or nothing 
in former years; more and fatter pay 
envelopes which diminish the need for 
credit and enable the recipients to pay 
off their debts faster than called for by 
the contracts, as reports from war work 
centers agree is being done; and a wide- 
spread campaign to discourage con- 
sumer expenditures and to encourage 
bond purchase programs as patriotic co- 
operation in the war effort. 


Shrinkage in consumer debt receiv- 
ables is hence a result of consumer abil- 
ity to pay cash, of inability to buy 
goods formerly marketed generally 
through installment arrangements, and 
oi a propensity to save, rather than of 
a propensity on the part of business to 
withhold credit. 

In the congressional hearings on the 
Soldiers’ and Sailors’ Civil Relief Act, 
no opposition to the passage was voiced 
by grantors of consumer credit. Trade 
associations did suggest several impor- 
tant amendments which make it easier 
to handle many practical situations: re- 
turn of merchandise by mutual consent, 
waiver of rights to benefits of the act, 
and elimination of bona fide insurance 
as part of “interest.” Typical of the 
credit grantor’s opinion of the act is 
this quotation: 


It is fair and equitable that no debtor’s 
legal rights should be prejudiced while he 
is unable to present his defense, because he 
is engaged in an infinitely more important 
defense—that of his country, and it may be 
certain that no subterfuge or substitution of 
technical refinement and hair-splitting will 
avail to defeat the plain intent and purpose 
of the act.® 


Publication by various trade associa- 
tions of explanations of the act for the 
information of their memberships is in- 
tended to make easier compliance with 
the act rather than to point out loop- 
holes or to encourage evasions. 


CREDIT EXTENSION WILL CONTINUE 


In the interplay of all these vastly 
more important economic forces, any 
deterrent effect of the Soldiers’ and 
Sailors’ Civil Relief Act would at best 
be dificult to measure statistically. 


8A. N. Hamilton, Credit Manager, Lit 
Brothers, Philadelphia, “Extending Credit Un- 
der Soldiers’ and Sailors’ Civil Relief Act,” 
Credit Management Year Book, 1942, Vol. 9, 
published by National Retail Dry Goods As- 
sociation, Credit Management Division. 
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An emphatic “No” is the unanimous 
answer to the query whether the Sol- 
diers’ and Sailors’ Civil Relief Act has 
caused a blackout to deny credit to 
worthy installment purchasers or bor- 
rowers. War conditions have increased 
the difficulty of securing and evaluating 
information on which to project credit 
judgment; countless workers have mi- 
grated far from their normal habitat 
where their reputations are established; 
countless others are at jobs which will 
fold up with the victory; fixed-income 
white-collar salaries are pinched by the 
rise in the cost of living; and the im- 
pact of the tremendous increase in scope 
and degree of Federal income taxes will 
be disastrous for many household bud- 
gets. ‘These are added variables which 
business must assess in extending new 
credit Mr. Vendor and Mr. Lender 
have not retired into their credit shells; 
they have more intangibles to weigh; 
their judgment is more considered; their 
effort to find ways of doing credit busi- 
ness is more elaborate. 

Since credit for the masses is pri- 
marily advanced on an individual basis, 
rather than by conveyor-belt routine, 
credit policies that stood the test of 
peacetime need no revising in the light 
of relief afforded debtors under the act. 
All that vendor and lender have to do 
is to make as careful an examination 
of each applicant for credit as is nor- 
mally done, with due attention to the 
new factors in the economy. Some 
credit grantors reported that the act had 
caused a “tightening” of credit policy, 
but the amplification of this statement 
invariably revealed that “tigh-ening” 
meant a more careful observance of the 
usual peacetime credit procedures. In 
more normal circumstances a take-a- 
chance attitude creeps up on many 
credit men; now they. were simply re- 
turning to first principles. 

In waiver of right to benefit of the 
act, permitted under the 1942 amend- 


ments, businessmen have found a prac- 
tical way of extending credit to those 
subject to draft who without this provi- 
sion would not be able to qualify for 
credit for reasons beyond individual 
control. 


ARE THE DEBTORS PAYING? 


If Mr. Vendor and Mr. Lender con- 
tinue to grant credit, with increased 
care to screen out the credit-unworthy, 
what about Johnny and Jenny who have 
had the credit and are off to the war? 
Tom and Mary at home are in the 
money and are paying off their debts. 
So are Johnny and Jenny. Before the 
amendments, a few had been mis- 
informed that the mere fact of military 
service discharges the debt; a few had 
been ill-advised by lawyers who incor- 
rectly read the act as an automatic 
moratorium. Since the amendments, 
such misunderstandings are fewer. Pro- 
vision was made for camp authorities 
to acquaint inductees with their rights 
under the act. 

A small minority of the Johnnys and 
Jennys—-some 10 to 20 per cent—refuse 
to pay. Of these, some are the “gam- 
ble” accounts whose recalcitrance is not 
at all due to military service; the others 
simply tell the creditor to wait for the 
duration. About half of those in mili- 
tary service are paying without any 
trouble that can be attributed to that 
service. The remainder make some pay- 
ment on a reduced basis, or, because of 
recent induction or frequent transfers 
that keep them a jump beyond their 
army pay, have not yet worked out an 
arrangement with their creditors. 

For creditor and debtor alike, the 
most advantageous time to work out a 
definite program to handle an existing 
score is just before induction. At that 
time, any of a number of steps can be 
taken. The article that has been fi- 
nanced can be sold to relieve the debtor 
of further responsibility and to recap- 
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ture any equity there is; the commodity 
can be surrendered in exchange for a 
release, if there is no equity; the article 
can be transferred to a member of the 
family or a friend who will carry on; 
or a reduced schedule of payments in 
line with reduced service income can 
be worked out. Negotiated prior to 
entrance into military service, these 
practical alternatives have resulted in 
thousands of mutually satisfactory ar- 
rangements to liquidate obligations. 

So we come back to where we started. 
A priori consideration of the nature of 


consumer credit encouraged us to expect 
that, human nature being what it is, the 
good credit risk and the bad credit risk 
will not change with time, place, or 
adornment. Results gathered from the 
recorded experience of consumer credit 
institutions verified the expectations. 
Not only will Johnny and Jenny come 
home from the war honoring their debts 
behind them, but in spite of the invita- 
tion to delay extended by the Soldiers’ 
and Sailors’ Civil Relief Act, as 
amended, Johnny and Jenny are re- 
ducing their debts now. 


Dr. M. R. Neifeld is economist for the Beneficial 
Management Corporation, Newark, New Jersey, and 
lecturer in finance at the University of Newark. He 
has appeared throughout the country on university 
forums on consumer credit, and, as expert in the field, 
before legislative committees and courts. He ts the 
author of two books on Personal Finance and one on 
Co-operative Consumer Credit, and of numerous arti-  _ 


cles on the subject. 


The Serviceman and the Mortgage Market 


By Ernest M. FISHER! 


HERE are two sections of the Sol- 

diers’ and Sailors’ Civil Relief Act 
as amended which deal principally with 
obligations secured by mortgages on 
real estate. One of these is Section 302, 
which relates to proceedings to enforce 
a mortgage in default where the obliga- 
tion secured by the mortgage originated 
prior to the term of military service. 
Section 302(2) applies to proceedings 
brought during the period of military 
service, and Section 302(3) prohibits 
certain actions from being teken by the 
mortgagee during the term of military 
service or within three months there- 
after. The other is Section 700, which 
ptovides relief for the person in military 
service “in respect of any obligation or 
liability incurred by such person prior to 
his period of military service or in re- 
spect of any tax or assessment whether 
falling due prior to or during his period 
of military service.” 

Some of the other sections of the act 
may also have application te obligations 
secured by mortgages. 

The provisions of Section 302 are de- 
signed to afford relief in actions brought 
by the mortgagee after default to en- 
force obligations incurred prior to the 
period of military service; while those 
of Section 700 are applicable to all 
obligations incurred prior to military 
service, or taxes and assessments falling 


1 The author wishes to acknowledge his in- 
debtedness to Mr. DeWitte Wyckoff of the 
Legal Department of the American Bankers 
Association for assistance in the interpretation 
of the legal effects of the provisions of the 
act. While the author assumes responsibility 
for the statements here made, whatever merit 
they may have from the poirt of view of 
legal interpretation is due to Mr. Wyckoff, and 
their shortcomings to the failure of the author 
to incorporate his suggestions. 
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due prior to or during the term of mili- 
tary service, whether in default or not. 


REGARDING OBLIGATIONS 
IN DEFAULT 


In connection with obligations in de- 
fault, the provisions of Section 302 ap- 
ply to the rights and remedies available 
to the mortgagee, and operate to affect 
his recourse to the security. The sale, 
foreclosure, or seizure of property which 
stands as security is rendered invalid 
“unless upon an order previously granted 
by the court and a return thereto made 
and approved by the court,” and any 
attempt to avoid this provision by sell- 
ing, foreclosing, or seizing property, ex- 
cept in accordance with the provisions 
of this section, is made punishable by 
imprisonment not to exceed one year, 
or a fine not to exceed $1,000, or both. 

When any action is brought in court 


during the period of military service to 
enforce such obligation arising out of non- 
payment of any sum thereunder due or out 
of any other breach of the terms thereof 
occurring prior to or during the period of 
such service the court may, after hearing, 
in its discretion . . . and shall, on applica- 
tion . . . stay the proceedings . . . or 
make such other disposition of the case as 
may be equitable to conserve the interests 
of all parties, . . . unless in the opinion of 
the court the ability of the defendant to 
comply with the terms of the obligation is 
not materially affected by reason of his 
military service. 

The stay provided for may be, as 
provided in Section 204, for the period 
of military service and three months 
thereafter, or any part of such period. 
The provision in Section 302(2) for 
making “such other disposition of the 
case as may be equitable to conserve 
the interests of all parties” gives the 
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court wide-open discretion. Section 204 
is more specific in providing that the 
stay may be “for the period of military 
‘service and three months thereafter or 
any part of such period.” 

Apparently the discretion of the court 
is less wide in cases which may be 
brought under Section 700. These cases 
arise on application by the person in 
military service, which may be made in 
any action brought against him: or inde- 
pendently of any such action. The ap- 
plication for relief may be made during 
the term of military service or within 
six months thereafter. The relief granted 
may consist of a stay of enforcement of 
the obligation provided that in the opin- 
ion of the court the ability of the appli- 
cant to comply with the terms of his 
obligation has been materially affected 
by reason of his military service. 

Section 700 involves two distinct pe- 
riods: (1) during military service and 
(2) after military service. While Sec- 
tion 700 provides merely that the court 
may make a stay “during the appli- 
cant’s period of military service,” the 
only reasonable construction is that 
such stay may be conditioned upon such 
terms as are just under the circum- 
stances of the particular case. It seems 
that the court will handle the applica- 
tion much the same as an application 
for relief under Section 302. In other 
words, the court will require such pay- 
ments as are just under the particular 
circumstances. 


AFTER TERMINATION OF SERVICE 


The court will also give considera- 
tion to relief after the termination of 
military service. This may be for the 
remaining life of the original obligation 
plus the term of military service. If 
the application is made after the ter- 
mination of military service, the date 
which determines the length of the stay 
is the date of the application rather 

than the date military service terminates. 


This stay is subject, however, to 


payment of the balance of principal and 
accumulated interest due and unpaid at 
the date of termination of the period of 
military service or from the date of appli- 
cation, as the case may be, in equal install- 
ments during such combined period at such 
rate of interest on the unpaid balance as 
is prescribed [in the original instrument] 
for installments paid when due, and subject 
to such other terms as may be just. 


Thus this section, when applied, re- 
writes the provisions of the original 
obligation; and whether the original 
obligation is represented by an amor- 
tized mortgage or a straight mortgage, 
its terms are recast so as to provide for 
its amortization by equal installments. 
Under this section the court could grant 
a complete stay of all interest and prin- 
cipal payments during the period of 
military service if in its opinion such a 
complete stay were fair and equitable, 
but such a drastic stay is not expected 
except in a most extreme case. 

It is to be noted that this stay after 
the period of military service, or after 
the date of the application, if later, is 
subject to payment of the accumulated 
balance in equal installments. A nice 
question arises as to the status of a bor- 
rower who has obtained such a stay and, 
after he begins to make the installment 
payments, defaults. The effect of such 
a default would appear to be that of 
voiding the stay and restoring the terms 
of the original obligation. 


\ 


Sray OF Tax LIENS 


Under the same section, provision is 
made for staying the enforcement of tax 
liens. On application the court may 
grant a stay of enforcement of tax or 
assessment liens similar to the stay 
granted on mortgage payments, during 
the period of the applicant’s military 
service and from the date of termination 

2See also Sec. 500 (2), (3), (4). 
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of his military service, or from the date 
of application if made after the service, 
for a period of time equal to the period 
of military service or any part of it. 
This stay is also subject to payment of 
the balance of principal and accumu- 
lated interest in equal periodic install- 
ments during the extended term. It 
would appear, therefore, that under an 
application for relief brought under this 
section a court could stay all payments 
on account of a mortgage and against 
all payments of taxes or assessments. 
The amount of principal outstanding on 
the mortgage at the date of termination 
of military service or at the date of 
application for relief, plus all accumu- 
lated interest and all taxes and assess- 
ments, plus interest from the date they 
were due and payable, is consid2red a 
new principal, to be liquidated in 
installments. 

In many instances the stay granted 
during the period of military service, in 
order to be equitable to the person in 
military service, may be sufficiently sig- 
nificant to jeopardize the security. 


VOLUNTARY ADJUSTMENTS 


Another provision of the Act which 
affects mortgages is Section 107. Under 
this section the parties to a mortgage 
contract may agree to a revision of the 
obligation after the period of military 
service has begun or during the period 
after an order to report for induction 
is received and before reporting for in- 
duction. The act does not bar an 
agreement as to foreclosure out of court. 
This provision enables mortgagors and 
mortgagees to work out voluntary agree- 
ments at any time during the term of 
military service or after an order to 
report is received. Doubtless many 
cases will be thus adjusted without re- 
sort to the other provisions of tie act. 
It will not be possible, however, for 


mortgagees to depend on making any 


agreements which are less favorable to 
the mortgagor than he believes a court 
would make under Section 700. 


PROVISIONS AFFECTING TITLE 
TO PROPERTY 


Section 205 provides that no part of 
the period of military service which oc- 
curs after October 6, 1942 shall be in- 
cluded in computing any period “pro- 
vided by any law for the redemption 
of real property sold or forfeited to 
enforce any obligation, tax, or assess- 
ment.” ‘This includes a sale on execu- 
tion as well as on foreclosure of a mort- 
gage. Under this provision it may be 
impossible after foreclosure to obtain 
clear title to real property in which a 
person in military service has a legal or 
equitable interest, if the law provides 
for any period of redemption, until 
after his discharge from the service. 

Furthermore, under Section 200(4) 
any judgment rendered against a per- 


' son in military service during his period 


of military service or within thirty days 
thereafter may be opened at any time 
during the period of such service or 
within ninety days thereafter, provided 
that the court rendering the judgment 
finds that the person in military service 
was prejudiced in making his defense 
thereto and has a meritorious or legal 
defense. This provision also will com- 
plicate the problem of securing title, 
although the law provides that the open- 
ing of such a judgment “shall not im- 
pair any right or title acquired by any 
bona fide purchaser for value under 
such judgment.” 

It is also to be noted that several of 
these sections apply to dependents of 
persons In military service, although no 
definition is given of dependents. But 
the general provisions of Section 700 do 
not apply to dependents; dependents 
have no recourse to the relief provided 
by this section.? 

8 Cf. Sec. 306. 
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LESSEE AND LESSOR 


One other provision deserves notice 
for its effect on mortgages. This is 
Section 300, which gives relief to per- 
sons in military service from the obliga- 
tions under leases. Under this section, 
a landlord renting premises to persons 
in the military service to whom relief 
has been granted may in turn apply for 
relief under Section 302 and Section 500. 
There may arise cases in which the abil- 
ity of the mortgagor to meet his mort- 
gage obligations may be seriously af- 
fected by his inability to collect rent 
from lessees who have obtained relief 
under this section. 


BREADTH AND PURPOSE 
OF THE ACT 


Thus the provisions of the act apply- 
ing to mortgage obligations are so broad 
in their application that their effect will 
be to rewrite the law applicable to mort- 
gage obligations of persons in military 
service. It is doubtful whether the im- 
plications of some of the provisions 
were understood at the time the law 
was enacted; it will probably be years 
before many of the provisions have be- 
come sufficiently clearly interpreted by 
court decisions as to render their mean- 
ing unambiguous. 

It is clear both from the hearings and 
from the law itself that the purpose of 
Congress was to substitute flexibility 
for the rigidity of the mortgage obliga- 
tions of persons in the military service. 
The paramount consideration was to 
bring to the members of the armed 
forces relief from worry and harass- 
ment incident to mortgage obligations 
which they had assumed in good faith 
but which they could not fully meet 
because of their military service. As- 
suming that this ability to meet the obli- 
gation would be restored upon discharge 
from military service, Congress made 
no provision for reducing the amount 


of the obligation or stopping the accu- 
mulation of interest, but permitted the 
postponement of the date when pay- 
ment on the obligation must be made. 
Since a mortgage contract is made with 
a view to the desirability of the payment 
of the obligation at the time and in the 
manner stated in the contract, this post- 
ponement brings hardship upon those 
who have advanced mortgage funds. 
The purpose of Congress is evidently to 
soften that hardship in so far as the 
ability of the person in military service 
to meet his obligations has not been 
affected by that service.* 


ABILITY TO MEET OBLIGATION 


In considerable measure, the effect of 
military service on the ability of the 
borrower to discharge his obligation de- 
pends upon the character of the mort- 
gage transaction. In many cases the 
ability to meet obligations secured by 


‘mortgages on commercial properties 


may not be seriously affected by mili- 
tary service. If the person in military 
service is able to make arrangements to 
continue the operations of his business, 
the mortgage secured by business prem- 
ises ought not to be seriously affected. 
It will be affected by other measures 
taken to enable the conduct of total 
war, more, probably, than by the fact 
that the mortgagor is in the military 
service. The effect of military service 
on these mortgages will be found in the 
substitution of management in the busi- 
ness. It will probably be difficult to ob- 
tain management as effective as that of 
the owner. But this substitution should 
in most cases constitute a minor rather 
than a major factor in determining 
whether the obligation can be met. 
The funds for meeting these obligations 
are Cerived from the operation of the 
business. As long as it can be con- 
tinued, the meeting of the obligation 
should not constitute undue hardship. 
4 Ci. Sec. 100. 
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But the funds to meet mortgage obli- 
gations on owner-occupied homes arise 
from a different source. These okliga- 
tions are usually met from the current 
income of the owner-occupant. Entry 
into military service will in a great 
many cases violently reduce this cur- 
ent income. The portion of current in- 
come usually employed in meeting the 
mortgage obligations on a home is large. 
According to the records of the Federal 
Housing Administration, it runs be- 
tween 5 and 21 per cent of currert in- 
come, with the average falling about 12 
per cent. Assuming that a large pro- 
portion of the persons envisaged in the 
act will suffer a significant reduction in 
income because of the military service, 
one must conclude that an adjustment 
of the obligation will be necessitated in 
many cases, 

These adjustments cannot be made 
equitably by any general rule, for the 
necessity of adjustment arises primarily 
out of the fact of reduction of income, 
and this fact varies from case to case. 
It is difficult to conceive of any plan 
of adjustment, therefore, that would be 
equitable, except some such plan as that 
embodied in the act, which ‘eaves the 
details of the adjustment to the discre- 
tion of the court. Presumably in each 
case the court will take the necessary 
measures to secure a complete statement 
of facts in the light of which its discre- 
tion can be exercised.® 

The amount which the borrower can 
pay on his mortgage obligation will 
probably be a major consideration in 
this exercise of discretion. The rental 
value of homes occupied by Gependents 
of the person in military service will 


5 See “Borrower Income and Housing Out- 
lay,” Insured Morigcge Portfolto, Vol. VI, No. 
1 (1941), p. 26. 

6 A precedent for this type of carefil ap-. 
proach and analysis of the circumstances sur- 
rounding the individual case is found in Cort- 
land Savings Bank v. Ivory, 27 N.Y.S 2d 
313, 1941. 


probably be another. In many cases 
there may be a wide disparity between 
these two amounts. This disparity will 
arise in those cases in which borrowers 
enjoying comfortable incomes before en- 
trance into the service purchased homes 
well within their ability to pay for, but 
now iind those incomes vanished. Un- 
less such a person or his dependents 
have other resources from which they 
can meet the mortgage obligation or 
part of it, or from which they can pay 
a reasonable rental on the property, it 
will be difficult to arrive at an equitable 
solution which permits the family to 
continue to occupy the property. In 
some cases resort may be had to renting 
parts of the structure, taking in lodgers, 
or other expedients. In some cases the 
courts may be tempted to extend the 
maximum relief provided for in the act. 

There are many reasons for believing 
that the extension of such relief would 
give illusory hopes that the property 
could be retained after the military 
service is terminated; for the accumu- 
lation of charges against the property in 
some cases would be so rapid as to re- 
duce or destroy any equity that might 
have been held. It is an axiom of prop- 
erty menagement and of mortgage lend- 
ing tha: the longer the rent or mortgage 
paymerts in lieu of rent are allowed to 
accumulate, the more difficult it be- 
comes ‘or the delinquencies to be met. 
Much depends, of course, upon the du- 
ration of the war. Should it be meas- 
ured in months, these delinquencies 
might not represent a disparate burden. 
If it continues for years, the relief might 
be illusory. 


ACTUAL COVERAGE OF MORTGAGE 
PROVISIONS 


It is impossible to make any estimate 
of the part of the total mortgage indebt- 
edness outstanding which will be di- 
rectly affected by the operation of the 
act. Estimates of total mortgages out- 
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standing are tenuous enough.’ An at- 
tempt to estimate the amount which 
would be directly affected by the act 


would involve a distribution of this out- - 


standing indebtedness as between mort- 
gagor corporations and individuals. 
Then it would be necessary to estimate 
the proportion of the individual mort- 
gagors who are subject to military serv- 
ice or are in the service. Such an 
estimate is beyond the realm of reason- 
able accuracy with the data that are 
available. 

Furthermore, with respect to mort- 
gages on residential properties occupied 
as homes, there are no comprehensive 
data on the age and family status of 
mortgagors.2 It may be assumed, how- 
ever, that mortgage borrowers on homes 
are in large proportion heads of families, 
for the urge to home ownership is fre- 
quently associated with the presence in 
the family’ of young children. Until 
draft boards begin to call married men 
with families in larger numbers than 
they have done in the past, the propor- 
tion of mortgage borrowers on homes 


T Estimates of total mortgage indebtedness 
outszanding are not recent. Evans Clark esti- 
mated in 1933 that the indebtedness outstand- 
ing In 1931 was 445 billion dollars. Since that 
time most estimates have been confined to the 
volume of mortgage indebtedness on resi- 
dential properties, The Federal Home Loan 
Bank Beard estimated the outstanding in- 
debt2dness on one- to four-family nonfarm 
bomas at the end of 1941 to be 20.15 billion 
dollars. The proportion of total mortgage 
indebtedness represented by mortgages on 
residential property has been increasing since 
1934. See Evans Clark, The Internal Debts 
of tse United States (New York, 1933), pp. 
24, 63; “Home-Mortgage Debt Passes the 
Twenty-Billion-Dollar Mark,” Federal Home 
Loan Bank Review, Sept. 1942, p. 391. 

8 One report of a lending institution indi- 
cates that 54 per cent of its borrowers are be- 
tween the ages of 20 and 39. No information 
is available, however, from this report regard- 
ing their marital status and their family obli- 
gaticns. See “Portfolio Analysis—A Typical 
Example,” Federal Home Loan Bank Review, 
Jan. 1943, p. 109. 


to whom the provisions of the act would 
apply will probably not be large. As 
the requirements of military service 
necessitate the calling of more married 
men with families, a larger proportion 
of the mortgages on homes will become 
directly covered by the act. 

But in many cases recourse will prob- 
ably not be taken to the courts to ad- 
just the obligations represented by these 
mortgages. Direct negotiations between 
the borrower and the lender will un- 
doubtedly adjust many cases. It has 
been the experience of mortgage lending 
institutions to date that when men are 
called to the service they take the initia- 
tive in making some arrangement by 
which they can maintain their credit 
standing. It has been the exception, ac- 
cording to reports from lenders, who 
has stood on his rights and insisted on 
court action. In these negotiations 
most lenders have recognized that the 
call to military service creates condi- 
tions over which the borrower himself 
has no control, and have manifested a 
willingness to make an adjustment 
which is dictated by the capacity of 
the borrower to pay under the new 
circumstances. 


EFFECTS ON MORTGAGE MARKET 


The indirect effects of the act on the 
mortgage market focus upon a new ele- 
ment of risk in making mortgage loans. 
Risk is a function of uncertainty with 
respect to payment. To all the uncer- 
tainties that surround the usual mort- 
gage transaction, the act adds the uncer- 
tainty of whether the transaction may 
be brought under the provisions of the 
act. At the time of writing, it is impos- 
sikle to dispel this uncertainty. 

In the case of those loans which may 
be affected by the provisions of the act, 
an additional uncertainty arises from 
the wide discretion given to the courts 
in determining the equitable solution of 
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specific cases that may come before 
them for review. Experience with the 
act may furnish some precedent in the 
light of which this uncertainty may be 
partly resolved, but at present it bulks 
large. 

The effect of an actual stay. is to 
freeze the affected assets in the hands of 
those who own them. Such a frozen 
mortgage is not only unliquid, but it is 
also unmarketable. Mortgage lenders 
may find themselves unable to collect 
even the modest sums due on the long- 
term amortized mortgage. They may 
be unable to obtain possession by fore- 
closure, and they may possibly be de- 
prived of interest return for the dura- 
tion of the war. 

The situation with respect to mort- 
gages which have been insured by the 
Federal Housing Administration is espe- 
cially interesting. The same relief is 
provided by the act for these as for 
other mortgages. The regulations of the 
Federal Housing Administration pro- 
vide,® however, that the payment szhed- 
ule in connection with these mortgages 
may be revised by agreement between 
the borrower and the lender, provided 
that such an agreement includes a pro- 
vision for the repayment of the odliga- 

® This discussion is applicable to mortgages 


insured under Section 203 of Title I and Sec- 
tion 603 of Title VI 


tion within the original term of the 
mortgage. This would be a shorter 
term than the maximum provided by 
the act. 

But the lender who holds an insured 
mortgage may institute a court proceed- 
ing to realize upon such a mortgage in 
default. Although the stay provisions 
of the act are applicable, the lender is 
protected by his contract of insurance 
with the Federal Housing Administra- 


‚tion; for if the case proceeds to fore- 


closure, upon transfer of title to the 
property the lender secures the deben- 
tures of the Federal Housing Adminis- 
tration dated as of the date he began 
his court proceedings. While his funds 
remain frozen in the mortgage and 
therefore unliquid, he has some assur- 
ance of obtaining, subsequent to the 
termination of the war, an asset which 
will be highly marketable, if not liquid. 

The disruptions brought in the mort- 
gage market by the operations of the 
act must be considered as apart of the 
cost of waging total war. It would be 
generally agreed that this cost must be 
met and distributed as circumstances 
require. If it produces other problems 
during or subsequent to the cessation 
of hostilities, these problems must be 
met as they appear, and the cost of 
meeting them considered a further part 
of the cost of waging total war. 


Ernest M. Fisher, Ph.D., ts deputy manager and 
director of research in mortgage and real estate finance, 
American Bankers Association, New York City. He 
has also served as professor of real estate manage- 
ment at the University of Michigan, and in various 
capacities in the fields of economics and statistics with 
a number of real estate and housing organizations. 
He ts author of Principles of Real Estate Practice 
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(1930); (with Rickard U. Ratclif) European Hous- 
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The Soldier and Real Estate Leases 


By Morton BoprisH 


{ purposes of the rent sections of 
the Soldiers’ and Sailors’ Civil Re- 
lief Act of 1940 as amended are similar 
in broad outline to the purposes of other 
sections of this act. They are designed 
to minimize the financial hardships of 
men who are doing the fighting for us 
on tae far-flung battle fronts. The act 
essentially protects men in the service 
against legal proceedings caused by de- 
fault on mortgages, leaseholds, payments 
on real estate contracts, and many other 
types of obligations. 
The broad purposes of the act are 
of course commendable. The Judicial 


Committee of the House of Representa- ° 


tives and the United States Senate has 
done a thorough job in preparing the 
amendments of 1942 to the Soldiers’ and 
Sailors’ Civil Relief Act of 1940, and 
everv possible hardship of servicemen 
and of their creditors and landlords has 
been considered. No serious trouble has 
arisen from the restrictions placed on 
creditors and landlords thus far, and it 
is not anticipated that any difficulties 
will arise. As a careful study of the act 
reveals, great discretion is placed upon 
the courts, and they have been reason- 
able in interpreting the act and in grant- 
ing necessary relief to persons whom the 
act is designed to protect. Certainly 
there can be no question of the necessity 
of relieving servicemen from worry about 
the financial security of their depend- 
ents. or of giving every possible and 
reasonable protection to servicemen. 


STAY OF EXECUTION 


Tke rental sections of the act, 300 
and 304, are simple. In the frst place, 
the act provides that no dependents of 
a man in the service may be dispos- 
sessed for nonpayment of rent without 
court permission. The court is given 
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discretion as to the length of time dis- 
possession proceedings may be stayed, 
depending upon the particular circum- 
stances of the case. The period may be 
iess than three months, but under the 
act proceedings may not be stayed for 
longer than three months. There are 
two limitations on this provision: (1) it 
applies only to residential property and 
to bona fide dependents of the person in 
the service, and (2) it applies only to 
properties on which the rental payments 
are $80 per month or less. The pur- 
pose of this section is to assure that de- 
pendents of persons in the service of 
small and moderate means will have 
time to work out their difficulties before 
being dispossessed from their homes. 
Apparently it is estimated that the rent 
for three months is a fair average of the 
annual profits derived from the rent of 
a small building, and that no great hard- 
ship will be cast upon a landlord who 
is required to wait three months before 
regaining possession of his property. 


PROTECTION FOR LANDLORDS 


The second rental provision in the act 
affords certain protection for the land- 
lord against his creditors in the event 
that the landlord’s income has been 
reduced by virtue of a stay in the evic- 
tion proceedings against dependents of 
men in the military service. The act 
provides as follows: 


Where such stay [of eviction proceed- 
ings] is granted or other order 1s made by 
the court, the owner of the premises shall 
ke entitled, upon application therefor, to 
relief in respect of such premuses similar 
to that granted persons in military service 
in Sections 301, 302, and 500 of this Act 
to such extent and for such period as may 
appear to the court to be just. 
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This section was added in the 1942 
amendments. The relief provided by 
Sections 301, 302, and 500, as referred 
to, relates to the termination of anv in- 
stallment contract for the purchase of 
real or personal property and the tore- 
closure of mortgages and deeds of trust 
and the sale and penalties for unpaid 
real estate taxes and special assessments. 
Thus, if a landlord has had his income 
reduced by virtue of a stay of proceed- 
ings, he may not be foreclosed by his 
creditors or be subject to delinquenz tax 
penalties for a period of time determined 
by the courts. 

The purpose of this section of the 
act is simply to distribute as equitably 
as possible the social burders of the 
war. Certainly the landlord should not 
be forced to assume the entire financial 
responsibility or be the only one that 
must suffer a cessation of his income. 
This section of the act in no way pro- 
vides for a reduction of the indebtedness 
or the taxes of a landlord adversely af- 
fected by the provisions of the act, but 
merely gives him time to work out any 
financial problems that might arise by 
virtue of such provisions. Certainly the 
landlords have suffered enough financial 
loss and difficulties from the war as a 
result of some of the unfair provisions 
of the rent regulations of the Price Con- 
trol Act of 1942. The only problem is 
just where such a stay or suspension on 
payments shall end. If the landlcrd is 
given a moratorium on his paymerts to 
his creditors, then the creditors in turn 
may reasonably expect some stay or 
adjustment on their obligations. At 
present there is no provision for such 
compensatory relief. There is, however, 
a tendency for one moratorium to lead 
to another. But there is no evidence, 


as yet at least, that the provision of' 


relief to landlords has resulted in any 
difficulties between them and their credi- 
tors. 


TERMINATION OF LEASES 


The third provision of the Soldiers’ 
and Sailors’ Civil Relief Act dealing 
with rentals stipulates that a lessee en- 
tering military service may terminate 
his lease and be liable for only approxi- 
mately one month’s rent after the giving 
of termination notice. The protection 
provided by this section extends to all 
types of property leased by a person 
entering military service, used for resi- 
dential, professional, business, or agri- 
cultural purposes. The law makes cer- 
tain technical restrictions as to the 
manner in which notice may be given, 
and gives the landlord the right to con- 
test the tenant’s action in court, where 
special equities exist in his favor. 

This provision was added in the 1942 
amendments, and represents a departure 
from the original theory of the Soldiers’ 
and Sailors’ Civil Relief Act which was 
enacted during the first World War and 
again in 1940. The act generally pro- 
vides for a stay of proceedings and af- 
fords protection against foreclosure or 
loss of property resulting from inability 
to continue payments during the period 
of military service, but does not provide 
for the termination of any contracts. 
This section of the act is the one most 
likely to result in some hardships to 
landlords. 


ATTITUDES OF REAL ESTATE MEN 


Reputable property managers and 
owners have not refused to rent to per- 
sons who are liable for military service. 
Some few brokers have refused to rent 
to persons whose call to service is im- 
minent and who are thereby subject to 
the protection of the act, but whenever 
the real estate boards have heard of 
such policies they have generally called 
the real estate man in and tried to 
straighten him out. There have been 
a few cases in the smaller apartment 
properties where half or two-thirds of 
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the units are occupied by persons im- 
minently subject to military service, and 
in those cases the owners or property 
managers have preferred not to rent 
the remaining apartments to persons 
who might be inducted within a short 
time. This policy, of course, is under- 
standable, but it has been followed in 
only a small minority of cases. 

On the other hand, there are frequent 
cases where landlords have been willing 
to insert clauses in leases providing for 
discharge of the lessee from liability in 
the event of military service. Such pro- 
visions may protect the lessees more 
than the Soldiers’ and Sailors’ Civil Re- 
lief Act, in the following ways: (1) 
There may be no liability for rent after 
induction; the act provides for approxi- 
mately one month’s liability. (2) The 
act makes the tenant’s termination sub- 
ject to court review at the request of the 
landlord; an express clause would be 
absolute. (3) Sometimes discharge is 
provided for other reasons besides in- 
duction, for example, leaving the city 
for war work. 

So far as the practical working of the 
act is concerned, property owners or 
managers generally get in touch with 
persons entering military service and 
try to work out an arrangement satis- 
factory to both parties, so that court 
action or reliance upon the act will be 
unnecessary. In many cases free rent 
for thirty days is offered, and then the 
owner or manager will help the depend- 
ent of the person in service to secure 
more reasonable accommodations or pos- 
sibly help the wife of a serviceman to 
find a job so that she may continue to 
pay rent. The whole thing has been 
handled on the basis of individual nego- 
tiation, in very much the same way in 
which credit cases have been handled by 
savings and loan associations and other 
mortgage lenders. 

There has been little noticeable effect 
of the Soldiers’ and Sailors’ Civil Relief 


Act upon the real estate market. In 
most of the cities today there is a low 
percentage of vacancy, and where land- 
lords have lost tenants by virtue of their 
entering military service, other tenants 
have easily been found. The real estate 
market has certainly not been hurt by 
the Soldiers’ and Sailors’ Civil Relief 
Act, and is not expected to be hurt by 
it except in a few cases where there is a 
very low percentage of occupancy. 


WHOLESOME EFFECT OF RENTAL 
SECTIONS 


The psychological effect, therefore, of 
these rent and lease clauses has far out- 
weighed their practical effect; for they 
have given to the individual inductee 
and his family a protective device to be 
used if necessary in the transition pe- 
riod between civil and military life. 
That they have not been invoked more 
is due to several causes. 

In the first place, our fighting man 
receives a substantially higher rate of 
pay than he did in the first World War. 
Then, too, allowances for the mainte- 
nance of his family have in many cases 
been adequate to permit the family to 
continue in the same home that they 
rented or owned before the war. It 
must be remembered that the substan- 
tial rental allowances to commissioned 
officers, as provided in the Pay Read- 
justment Act of 1942, in many cases 
solve the rental problems of the de- 
pendents of these men. In addition, the 
Soldiers’ and Sailors’ Civil Relief Act 
authorizes the Secretaries of War, the 
Navy, and the Treasury “to order an 
allotment of the pay of a person in 
military service in reasonable proportion 
to discharge the rent of premises occu- 
pied for dwelling purposes by the wife, 
children, or other dependents of such 
person.” 

Another factor in enabling the family 
to continue in its prewar home has been 
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the large-scale employment of women in 
war industries. In many families where 
a wage earner has gone into the service, 
his wife, sisters, and mother are now 
earning sufficient amounts in war work 
to carry on the home. 

The policy of granting special status 
to members of the armed forces is in line 
with the practice of the Nation through- 
out its history. There is an obvious 
necessity to provide some program for 
orderly transition from the economic ar- 
rangements of a man and his dependents 
in civilian life to the economic setup cic- 


tated by military service. So long as the 
program works through the courts, the 
traditional means of obtaining equitable 
treatment under law in this country, 
there is little room for fear that the pro- 
gram will become anything other than 
what it is. To date it has served well 
as a means of guaranteeing that the men 
who make the greatest sacrifice to de- 
fend the Nation shall not be unduly 
penalized when their transfer to the 
fighting forces disrupts the financial ex- 
pectations on which their commitments 
and those of their’ families were based. 
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professor of real estate at Northwestern University; 
president of the Interrational Union of Building So- 
ctettes and Savings and Loan Associations; president 
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Wartime Relief from Civil Obligations in Great Britain 


By ROWLAND FREDERICK JOHN SANDERS 


AR inevitably brings in its train 

financial hardship to many 
homes. The breadwinner — whether 
man or woman—is called up for na- 
tional service, and the peacetime in- 
come, which was carefully husbanded to 
meet rent, rates, interest, and other do- 
mestic expenditures, suddenly vanishes. 
Ncr is it the serviceman or service- 
woman alone who suffers. The citizen 
who is not called up but who serves the 
national needs in a civil capacity may 
lose his employment, or if he is an em- 
ployer, he may see his business dwindle 
‘away and even disappear, owing to the 
exigencies of war. 

For all such persons the state must 
make some provision. For example, it 
must protect them against the demands 
of creditors who themselves may be in 
financial straits and require payment of 
what is due to them in order to meet 
their own liabilities. 

Another problem just as great that 
arises in wartime is the question of 
housing accommodation. Houses can- 
not be built or even repaired as in 
peacetime; further, their number shrinks 
as the result of air raids and other war 
damage; moreover, the needs of indus- 
try, of the land, and of the military, 
occasion abnormal changes of residence 
for large numbers of the population. 
Housing accommodation becomes scarce 
end the economic rules of supply and 
demand tend to send rents soaring and 
to prompt landlords to evict tenants 
paying rents which have become in 2 
sense uneconomic. These evils must be 
restrained by the Government if un- 
necessary hardship and even chaos are 
to be avoided. ; 

During the last war these problems 
were met by the passage through Parlia- 
ment of such acts as the Courts (Emer- 
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gency Power) Acts and the Rent Acts, 
and those acts have served as useful 
precedents for legislation of a similar 
kind during the present war. 

While the Courts (Emergency Pow- 
ers) Acts were shelved soon after 1918, 
the Rent Acts, on the other hand, though 
gradually watered down from time to 
time, never completely disappeared. 


PROTECTION To DEBTORS 


The legislation which confers protec- 
tion on debtors is composed principally 
of the Courts (Emergency Powers) Acts 
and, what is quite novel, the Liabilities 
(War Time) Adjustment Act of 1941. 

It should be carefully borne in mind 
that this legislation applies to all debt- 
ors, whether they happen to be in H. M. 
Forces or on national service, or whether 
they are mere civilians. There are in 
addition some special provisions with 
regard to persons previously residing or 
carrying on business in evacuated areas, 
who have been forced to leave these 
areas, and there are also some minor 
Orders which give relief specifically to 
persons in the armed forces. Persons 
in evacuated areas may perhaps enjoy 
relief to a greater extent under the 
Regulations relating to Evacuated Areas | 
than under the Courts (Emergency 
Powers) Acts; but as far as persons in 
the armed forces are concerned, the pro- 
tection ordinarily afforded to them, as 
to every other person, under the Courts 
(Emergency Powers) Acts, largely over- 
laps the protection afforded by the spe- 
cial Orders relating to members of the 
armed forces, and in practice, all the 
relief that they may need can be ob- | 
tained under those general acts. 


The Courts (Emergency Powers) ‘Acts. 
We will proceed therefore to a con- 
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Sideration in the first place of the 
Courts (Emergency Powers) Acts. 

The general principle of these acts is 
to give relief to debtors who for reasons 
directly or indirectly attributable to the 
war are unable to meet their financial 
obligations. 

In some cases a creditor is allowed by 
the law to help himself without bringing 
proceedings against the debtor. Com- 
mon examples of these cases of self-help 
are distress, re-entry by a landlord for 
nonpayment of rent, repossession of hire- 
purchase goods on default in payment 
of the installments, and the like. These 
cases as well are covered by the Courts 
(Emergency Powers) Acts. In other 
cases, as, for example, the recovery of 
an unsecured debt, such as the purchase 
price of goods sold and delivered, a loan, 
and the like, the only way in which the 
creditor can recover his money from the 
defaulting debtor is by taking proceed- 
ings in the courts, obtaining judgment, 
and then levying execution. 

The Courts (Emergency Powers) Acts 
apply to, both types of cases, with cer- 
tain exceptions. The creditor must in 
every case go to the court and ask for 
leave before exercising any remedy by 
way of self-help or, if the case is one 
in which legal proceedings must be 
taken, before levying execution. No 
contracting out of the acts is allowed, 
and the creditor, where there is the 
slightest suspicion of compulsion, must 
first obtain the leave of the court. If 
he neglects to do so he is liable in dam- 
ages to the debtor (the liability is 
founded on an action on the case); but 
in the decisions so far reported, which 
relate to the retaking of goods on hire 
purchase, the damages which the credi- 
tor has been called on to pay have not 
been substantial, the effect being merely 
to put the debtor exactly where he was 
before he entered into the particular 
transaction. 

There has been a great deal of con- 


flict of opinion as to what does and 
what does not constitute contracting out 
of the acts. This problem has now been 
settled by the House of Lords. In ef- 
fect, their decision is that, provided no 
form of compulsion is used against the 
debtor, it is open to the debtor and the 
creditor to enter into a new agreement 
superseding the original contract in 
breach of which the debtor happens to 
be. Thus, a defaulting hirer may agree 
with the owner of goods on hire pur- 
chase that the goods shall be returned 
to the owner, and provided that such an 
agreement is entirely voluntary, it is 
not necessary for the creditor to obtain 
the leave of the court. 

Creditors, whether they are ordinary 
citizens or local authorities, such as rat-' 
ing authorities, for example, are equally 
bound by the acts, but the acts do not 
bind the Crown. There are no fetters, 
accordingly, on the Revenue for the col- 
lection of arrears of income tax; but 
as a matter of practice, if the Revenue 
are satisfied that the taxpayer is unable 
to meet his tax obligations because of 
circumstances connected with the war, 
relief will be afforded to him and pay- 
ments in installments will be accepted. 

The Courts (Emergency Powers) Act 
of 1939 was limited to contracts and 
other transactions entered into before 
September 2, 1939. Where, therefore, 
the transaction was entered into subse- 
quently, no relief could be obtained, 
though this was remedied some two 
years later. It is necessary, however, 
for the debtor to show that his inability 
to pay is due to circumstances directly 
or indirectly attributable to the war; if, 
therefore, he was unable to pay his 
debts prior to September 2, 1939, he is 
not entitled to relief. © 

The limited operation of the acts is 
a matter for strong criticism. There are 
some who hold that the material date 
for the purpose of testing whether or 
not the debtor is unable to pay should 
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not be September 1939. The view of 
these persons is that it should be ante- 
dated by at least a year to the date of 
the Munich crisis, for it was then that 
the inevitability of war became appar- 
ent to most persons, and factors arising 
from the then situation have been really 
responsible for the financial embarrass- 
ment of a large number of debtors. It 
is unfair, therefore, to discriminate be- 
tween persons whose financial difficul- 
ties arose after August 1939 and those 
whose difficulties had already arisen be- 
fore that date. 

As already stated, relief was extended 
in 1941 to transactions entered into af- 
ter September 1, 1939, but there is this 
distinction between prewar and postwar 
transactions: In the case of the former 
the creditor himself is obliged to apply 
to the court for leave to proceed against 
the debtor. In the case of the latter he 
need not do so if he has obtained judg- 
ment, and it is for the judgment debtor 
to ask the court for relief. The position 
with regard to remedies of self-help, 
however, is not affected, so that, even in 
the case of a postwar transaction, the 
creditor, before he executes any remedy 
of such a kind, must first obtain the 
leave of the court. 

It will be readily seen, therefore, how 
extensive is the protection afforded by 
the Courts (Emergency Powers) Acts. 
They protect the debtor in the case of 
an ordinary debt, in respect of rent, 
rates, hire-purchase installments, and 
mortgage interest; they restrict land- 
lords from distraining or entering into 
possession, and mortgagees from ap- 
pointing a receiver, selling, entering into 
possession, or exercising any other reme- 
dies which would otherwise have been 
available to them. 

Furthermore, special privileges have 
been granted to mortgagors serving with 
the forces by the Courts (Emergency 
Powers) Act of 1940. 

Previously, where the mortgagee was 


seeking to recover his money or to en- 
force his security, it was for the mort- 
gagor to prove that his inability to pay 
was due to the war. Otherwise no relief 
could be granted to him. Under the 
amending act of 1940 the boot is on 
the other foot. The mortgagee himself 
is now required to establish that the 
mortgagor is able to pay or else that his 
inability to pay is not due to the war. 

Moreover, by the amending act of 
1940, in the case of mortgagors serving 
in the forces, mortgagees are prevented 
from obtaining orders against them in 
their absence. This amending act pro- 
vides that if the mortgagor cannot be 
found and is not before the court, he is 
to be deemed to be a person serving 
with the forces. In such a case, accord- 


ingly, the burden of proof rests on the 


mortgagee—a burden which he may find 
great difficulty in discharging unless the 
mortgagor himself is before the court 
as well. 


The Liabilities (War Time) Adjustment 
Act 


We must pass now to a consideration 
of the Liabilities (War Time) Adjust- 
ment Act of 1941. While the Courts 
(Emergency Powers) Acts give the 
debtor piecemeal relief, as it were, the 
Liabilities (War Time) Adjustment Act 
surveys the whole financial position of 
the debtor, and by an adjustment of his 
affairs gives him protection against all 
his creditors in respect of all his liabili- 
ties, whether past, present, or future. 
In addition, seeking relief under t 
Courts (Emergency Powers) Acts mæ - 
prove a somewhat costly business, si 
the costs of obtaining the judgment 
of the application for leave to proc 
against the debtor are added to tł. 
original debt; whereas under the Liabil . 
ties (War Time) Adjustment Act c: 
1941 there is only one set of costs it 
respect of the adjustment proceedings, 
and that, too, on the lower county court 
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scale, and the debtor may even be rs- 
lieved of the liability for such costs or 
some portion thereof. 

Proceedings under the Liabilities 
(War Time) Adjustment Act of 1941 
indeed confer far greater advantages 
on the debtor. Strange as it may seem, 
however, there has been some disinclina- 
tion on the part of debtors to avail 
themselves of this act. This disinclina- 
tion has probably been prompted by 
mistaken notions as to publicity and 
the stigma of bankruptcy that would at- 
tach to a debtor who claimed the pro- 
tection of the act. The Government in- 
deed were even compelled to make a 
statement in Parliament with a view to 
dispelling these fears and urging debtors 
in their own interests to make greater 
use of the act. On the other hand, there 
may be some cases in which the proce- 
dure under the Courts (Emergency 
Powers) Acts is preferable, as, for ex- 
ample, where there is inability to meet 
the demands of perhaps one or two 
creditors only. 

The procedure under the Liabilities 
(War Time) Adjustment Act of 1941 
may be thus outlined. 

Every county court district in the 
country has a liabilities adjustment of- 
ficer who is specially appointed. ‘The 
functions of this officer are to give ad- 
vice and help to debtors, to advise them 
in coming to a suitable settlement with 
all their creditors, and, if necessary, to 
seek, on the debtors’ behalf, the inter- 
vention of the court. ` 

A debtor who is being pressed can 
immediately put the act in operation by 
the simple expedient of writing to the 
liabilities adjustment officer requesting 
an interview. A special form for such 
a request is provided in the Rules. A 
date is then fixed for the interview, 
which is entirely private. At this inter- 
view the debtor is required by the officer 
to give a full list of all his debts and 
all his liabilities, present or future or 


contingent, and to state his income and 
the nature and amount of his available 
assets. 

The fact that the debtor holds securi- 
ties which, if realized, could be applied 
in payment of his debts does not neces- 
sarily entail a direction or an order that 
he should realize these securities. Take, 
for instance, the case of a married man 
with a small family, who for some years 
past has been regularly paying pre- 
miums on a life insurance policy, of 
which the surrender value may be suf- 
ficient to pay off some of his creditors. 
If his financial position at the moment 
is due to the falling off of his business 
owing to the war, it may be a great 
hardship to require him to forfeit all 
further interest in his life policy, or to 
surrender it at what may be a substan- 
tial loss to himself, for the purpose of 
paying off his creditors. This is just 
one of the types of case which legisla- 
tion such as the Courts (Emergency 
Powers) Acts and the Liabilities (War 
Time) Adjustment Act of 1941 is in- 
tended to meet. 

To return now to the debtor and his 
interview with the liabilities adjustment 
officer, the officer, after ascertaining the 
debtor’s position, will write to his credi- 
tors with a view to arriving at some 
scheme of arrangement for payment of 
their debts, in installments, for example, 
or even for the cancellation of some part 
of their debts. If a satisfactory ar- 
rangement can be made with the credi- 
tors, well and good. But if, on the 
other hand, the creditors or some of 
them are unwilling to enter into a 
scheme, then the only course is for the 
officer to seek the protection of the 
court on the debtor’s behalf. A creditor 
who acts unreasonably in refusing to 
enter into a scheme runs the risk of 
being mulcted in the costs of adjustment 
proceedings which may be necessitated 
by his unreasonable conduct. 

The officer, as we have said, applies 
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to the court, though the application is 
teally by the debtor, and the court is 
asked ex parte and in private to make 
a protection order in favor of the debtor. 
Before such an order can be made, how- 
ever, it is necessary for the debtor to 
swear an affidavit which will set out all 
the facts as to his financial position, 
which the officer will already have ascer- 
tained from him. 

The effect of a protection order is, 
as it were, to ring down a curtain be- 
tween the debtor and his creditors. 
The hands of the latter are immediately 
tied. They may not take any sort of 
action against the debtor. Even if they 
have instituted legal proceedings against 
the debtor and obtained judgment 
against him, they cannot proceed to 
execution, and the court in which judg- 
ment has been asked for and obtained 
cannot proceed any further in the mat- 
ter. The whole jurisdiction in connec- 
tion with the debtor’s affairs becomes 
centered in the court which has made 
the protection order, which court will 
from then on have cognizance of the 
adjustment proceedings. 

The protection order is in the nature 
of an interim order, but the final settle- 
ment of the debtor’s affairs is deter- 
mined on subsequent proceedings, at- 
tended by the creditors but normally 
held in private, at the conclusion of 
which the court makes a “liabilities ad- 
justment order.” The powers oi the 
court in this respect are extremely wide, 
but—what is of paramount importance 
to the debtor—the order made by the 
court will in the first place secure that 
sufficient provision for the maintenance 
of the debtor and his family is made out 
of the available income and assets. 
The order may also provide that the 
debtor’s home, his furniture and cloth- 
ing, and his business premises and busi- 
ness assets shall not be made available 
to his creditors. Further, with a view 
to assisting the trade or business of the 
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debtor, the court may order the rent of 
premises held by the debtor to be low- 
ered below the amount of the rent stipu- 
lated in the lease, but such a reduction 
may not be to any sum which is lower 
than the market rent of the premises. 
Among other powers which may be exer- 
cised by the court are the postponement 
of the payment of debts and of the 
realization of assets, the disclaimer of 
onerous property, and the recision of 
onerous contracts. 

Indeed, the powers that the court 
may exercise on liabilities adjustment 
proceedings are very similar to those 
which may be exercised in bankruptcy, 
but it must be noted that, although the 
legal machinery and powers are very 
much akin to those in bankruptcy pro- 
ceedings, yet liabilities adjustment pro- 
ceedings are not bankruptcy proceed- 
ings. They entail neither the general 
consequences nor the stigma of an ad- 
judication of bankruptcy. 


Evacuation areas 


Persons who have resided or carried 
on business in areas declared by order 
to have become “evacuation areas” and 
which accordingly they have been com- 
pelled to evacuate, enjoy a greater 
measure of relief than that afforded by 
the Courts (Emergency Powers) Acts, 
for the question of inability to pay be- 
cause of the war does not arise at all. 
The relief, however, is limited to trans- 
actions entered into before the date of 
the Regulations (July 10, 1940) and to 
sums accruing due under such transac- 
tions after July 10, 1940. Relief is gen- 
erally given in respect of rent, rates, 
tithe rentcharges, water, gas, electricity 
and telephone charges, insofar as the 
same relate to property within the area. 
Relief may also be given in respect of 
hire installments for goods which are 
the subject of hire-purchase contracts 
entered into by persons who have ceased 
to reside or to carry on business, as the 
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case may be, within the evacuation 
area; but at least some part of the goods 
must still be in the area in order that 
this relief may be claimed. 


PROTECTION TO TENANTS 


\ We now turn to a consideration of 
the Rents Acts. The principal object 
of these acts is to protect tenants and 
mortgagors of dwelling houses of low 
rental value. The protection which is 
afforded to tenants is in respect of rent 
increases and eviction, while the protec- 
tion extended to mortgagors Is in respect 
of increases of mortgage interests and 
realization of the security. 

As we have already stated, the Rent 
Acts were never wholly repealed before 
the outbreak of the present war. By 
that time, however, control had been 
gradually relaxed, and it operated only 
on houses of a ratable value of not ex- 
ceeding £35 in London and Scotland, 
and £20 elsewhere. With the passing of 
the new Rent Restrictions Act in Sep- 
tember 1939, two separate codes of Rent 
Restriction law came into being. There 
was the existing code which operated on 
houses still controlled immediately be- 
fore September 1939, and there was the 
new code which operated on houses 
freshly brought into the area of corn- 
trol by the extension of the acts to 
houses with a ratable value of not ex- 
ceeding £100 in London and Scotlanc, 
and £75 elsewhere. 

Houses falling within the former cate- 
gory are referred to as “pre-1939-act 
houses,” and those within the latter 
category as “1939-act houses.” It is 
important in each case to determine the 
particular category of the house, since 
the two codes, although largely iden- 
tical, nevertheless vary from each other 
in some respects. As regards rent in- 
creases, the acts fix a standard rent. In 
respect of the case of a pre-1939-act 
house, however, the material date for 
determining the standard rent is August 


3, 1914, while in the case of 1939-act 
houses the material date is September 1, 
1939. The rent payable on the material 
date for the particular house fixes the 
standard rent of that house. 

In the case of both classes of house, 
the standard rent may be increased on 
the ground of an increase in rates or on 
the ground of expenditure by the land- 
lord on improvements or structural al- 
terations; but in the case of a pre-1939- 
act house the standard rent may also be 
increased by an all-round 40 per cent 
increase if the landlord is wholly re- 
sponsible for repairs, or by a smaller 
percentage if the landlord is partly re- 
sponsible for repairs, and by a further 
sum where the tenant sublets any part 
of the house. 

The acts apply to unfurnished tenan- 
cies of dwelling houses, though for this 
purpose a combined shop and dwelling 
house will rank as a “dwelling house.” 
The acts do not apply to premises used 
solely for trade or business purposes, 
nor do they apply, except to a very 
limited extent, to furnished tenancies. 
In the case’of a furnished tenancy, how- 
ever, the acts likewise put a brake on 
profiteering, rentals. In the case of a 
pre-1939-act house, the landlord may 
not charge ‘a rent yielding more than 
25 per cerit in excess of the normal 
profit which he might reasonably have 
expected from a similar letting in the 
year ending on August 3, 1914; while in 
the case of a 1939-act house, the maxi- 
mum rent is limited to a rent yielding 
no more than the normal profit to have 
been expected from a similar letting for 
the period ending on August 31, 1939. 

As regards protection against evic- 
tion, a tenant who pays his rent and 
performs his obligations under the ten- 
ancy may not, in general, be turned out 
at the expiration of his tenancy, unless 
alternative accommodation is shown to 
exist. The alternative accommodation 
for this purpose must be reasonably 
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suitable to the needs of the tenant and 
his family as regards proximity to place 


of work, must also be similar as regards 


rental and extent, and must otherwise 
be suitable to the means of the tenant 
and to the needs of the tenant and his 
family. 

The burden of proving the existence 
of such alternative accommodation is a 
heavy one for the landlord to discharge, 
and in certain cases he is relieved from 
this obligation, as for example where 
he requires the premises for his own 
occupation. 

As regards mortgages of Rent-Act 
houses, inasmuch as the rents are con- 
trolled, the necessity of controlling the 
rates ot mortgage interest under the 
mortgages of such houses arises. 

The material dates for determining 
the standard rates of mortgage interest 
are the same as for the purpose of calcu- 
lating the standard rent, i.e., August 3, 
1914 in the case of pre-1939-act houses, 
and September 1, 1939 in the case of 
1939-act houses. The standard rate of 
interest in the former case may not be 
increased by more than 1 per cent per 
annum, and the maximum rate is fixed 
at 6%4 >er cent. In the latter case no 
increase at all is permitted, and the rate 
of interest payable as of September 1, 
1939 is accordingly the maximum rate 
of interest. 

As regards the calling in of mortgages 
of controlled houses, the mortgage may 
not be called in so long as interest at 
the permitted rate is not more than 
twenty-one days in arrear and the mort- 


gagor observes his covenants and keeps 
the property in a fit state of repair. 

If the mortgagor is more than twenty- 
one days in arrear, he can fall back on 
a second line of defense, as it were, and 
can rely on the protection of the Couris 
(Emergency Powers) Acts, if his in- 
ability to pay is due to circumstances 
directly or indirectly attributable to 
the war. 

A mortgagor, however, is not entitled 
to the protection against calling in af- 
forded by the Rent Acts in cases where 
the principal is repayable by periodical 
installments extending over a term of 
not less than ten years from the creation 
of the mortgage, or where his interest 
ig a leasehold interest and the mort- 
gagee’s security is shown to be seriously 

iminishing in value or to be otherwise 
in jeopardy. 


CONCLUSION 


It may be of interest to mention that, 
in order to meet the difficulties experi- 
enced by members of H. M. Forces 
(both male and female) in obtaining 
under war conditions advice and assist- 
ance in their civil legal problems, the 
War Office has appointed legal aid of- 
ficers in the various commands to help 
all members of the forces up to and 
including the rank of sergeant, provided 
they have not sufficient private resources 
to employ their own lawyers. This legal 
aid scheme has been operating for some 
months and has proved a great boon, 
particularly to those serving overseas 
and especially to prisoners of war. 
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Insurance Protection Under Soldiers’ and Sailors’ 
Civil Relief Act 


By Frank T. Hines 


NDER the National Service Lite 
Insurance Act of 1940, as amend- 

ed, the Federal Government offers to 
members of the armed forces the privi- 
lege of obtaining new insurance up to 
$10,000. Under the insurance clauses 
of the Soldiers’ and Sailors’ Civil Re- 
lief Act of 1940, as amended, the Gov- 
ernment makes the additional offer to 
servicemen to protect certain categories 
of insurance policies already held by the 
servicemen at the time of their induc- 
tion. In return for a Federal guarantee 
of premium payments, life insurance 
companies are required, in certain cases, 
to forgo their power to cancel policies 
held by servicemen on account of non- 
payment of premiums accruing during 
the period of service. Supported by this 
guarantee, the serviceman’s policy re- 
mains in effect during his military serv- 
ice, and he is given a period of two years 
thereafter within which to make goad 
his default. If he should die within this 
time, his policy will be payable at its 
face value less any liens and premiums 
due, with interest thereon, to his named 
beneficiary. If he survives, and fails to 
make good his nonpayment of premiums 
and interest within the period provided, 
or to come to an arrangement with his 
company, the amount guaranteed will 
become a loan against the policy, and if 
in excess of the cash surrender value, the 
policy will cease and terminate and the 
United States will pay the insurance 
company the difference between the 
amount guaranteed and the cash sur- 
render value of the policy. In that 


event, the ex-serviceman is personally . 


liable to the Government for the amount 
so paid. 
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THe PROTECTION COMPARED TO 
Poricy PROVISIONS 


In view of the policyholder’s rights 
under the terms of his policy, the pro- 
tection afforded by the Soldiers’ and 
Sailors’ Civil Relief Act may seem un- 
necessary in many cases. The insured, 
in considering the effect of curtailed in- 
come upon his insurance program, may 
avail himself of any one of several 
courses of action. His policy will prob- 
ably entitle him (1) to surrender the 
policy, and demand the cash surrender 
value; (2) to obtain extended term in- 
surance, the duration of which is based 
on the value of the policy; (3) to ob- 
tain a loan on the policy, to be applied 
toward payment of the premiums accru- 
ing during service; or (4) to let the 
policy lapse, and exercise his right to 
reinstatement. 

The policyholder’s options under the 
terms of his policy, however, do not in 
all cases afford him the same measure 
of relief as that provided by the insur- 
ance clauses of the Soldiers’ and Sailors’ 
Civil Relief Act. Surrender of the pol- 
icy for its surrender value, although a 
valuable right, certainly does not serve 
the same purpose as preserving it. Con- 
tinuance of the policy as extended in- 
surance would create a term insurance, 
which, while affording protection even 
against the risks of war, would even- 
tually end entirely. The right to re- 
instate a lapsed policy is conditioned 
upon proof of satisfactory health at the 
time of application. 

The protection afforded by the Sol- 
diers’ and Sailors’ Civil Relief Act is 
somewhat similar to the policyholder’s 
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option to obtain a loan on his policy. 
The premiums accruing during service, 
like a policy loan, become a lien on the 
proceeds, and bear interest. But the 
insurance protection thereby afforded 
is broader than that available under 
policy provisions. Its duration is not 
measured by the value of the policy- 
holder’s previous payments, but by the 
length of his period of service in the 
armed forces. It is also available in 
cases where the life policy was issued 
too recently to have acquired any loan 
value. 


INSURANCE PROTECTION oF 1918 AND 
1940 Acts 


The civil relief clauses originally in- 
corporated into the laws for the benefit 
of members of the National Guard, the 
Reserve, the Retired personnel, and se- 
lectees* omitted insurance protection 
and were admittedly stop-gap in char- 
acter. At the time of their introduction 
it was expected that the War Depart- 
ment would soon propose a complete 
separate bill on servicemen’s relief. 
This fuller measure, known as the Sol- 
diers’ and Sailors’ Civil Relief Act of 
1940 ? became law on October 17, 1940, 
and repealed the relief clauses of Public 
Resolution 96 and the Selective Train- 
ing and Service Act. It was a substan- 
tial re-enactment of the Soldiers’ and 
Sailors’ Civil Relief Act of March 8, 
1918, passed toward the end of World 
War I, and included, inter alia, Article 
IV thereof, dealing with insurance pro- 
tection. 

In view of this virtual identity, the 
experience of the Government with the 
1918 insurance clauses is particularly 
pertinent. 


1 Public Res. 96, 76th Cong, approved Aug. 
27, 1940, and the Selective Training and Service 
Act of 1940, approved Sept. 16, 1940 

2 Public Law 861, 76th Cong. 


GOVERNMENT EXPERIENCE UNDER 
1918 Act 


The amount paid by the United States ` 
to the insurers under the Soldiers’ and 
Sailors’ Civil Relief Act of March 8, 
1918 and the extent of the coverage are 
set out in the Annual Report of the Di- 
rector of the Veterans’ Bureau for the 
year 1924 (page 445) as follows: 


In order to prevent the lapse during the 
war of insurance carried by soldiers and 
sailors with commercial insurance compa- 
nies, the act of Congress approved March 
8, 1918 (Art. IV, Public No. 103, 65th 
Cong., H. R. 6361) provided that the Gov- 
ernment would, on application, guarantee 
to companies premiums on such insurance 
while the insureds were in the active serv- 
ice during the World War. The civil relief 
section was organized to handle this work. 

In accordance with the joint resolution 
of March 3, 1921 (H. R. 312), the provi- 
sions of Article IV of the act terminated 
March 3, 1922. Policies then receiving the 
benefits of the act passed from under the 
jurisdiction of the bureau on that date. 

The work accomplished by the civil re- 
lief section in administering this section of 
the act may be briefly summarized as fol- 
lows: 

Seven thousand seven hundred and forty- 
five applications for the benefits provided 
by the act, representing insurance in an 
amount of $12,526,956.29, were received 
and approved. The United States Govern- 
ment guaranteed yearly premiums in an 
amount of $362,399.50. One hundred and 
two policies for an amount of $184,006 
matured as death claims during the period 
while the Government was guaranteeing 
payment of premiums. 

An audit has been made of the accounts 
under the policies that lapsed because of 
the failure of the insured to reimburse the 
companies in the amount of premiums, to- 
gether with interest, protected by the Gov- 
ernment. An appropriation of $25,000 was 
made available by Congress to cover the 
claims arising under this section of the law. 
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During the past year all these claims in the 
amount of $19,868.07 have been paid and 
the bonds in the amount of $195,000 have 
been returned for cancellation. To date the 
sum of $349.67 has been recovered as a 
reimbursement of the appropriation because 
of the settlement with the insurance com- 
panies, making the net amount of all claims 
$19,518.40. 


AMENDMENTS OF 1942 


Certain difficulties in the administra- 
tion of the 1918 act would have war- 
ranted changes in the 1940 version 
which were not made. For example, the 
accounting system set up by the act was 
not workable. An official of the Vet- 
erans Administration commented im 
1942: 


The accounting system set up as between 
the insurers, that is, the insurance compa- 
nies and the Government, is almost im- 
possible. 

For instance, it prescribes certain times 
when reports shall be made and it makes 
settlement on the gross basis rather than 
on the individual policy, so if the applica- 
tion is delayed as it might be when troops 
are serving abroad, and does not come in 
for a year afterward, settlement is to bs 
made on the current basis: and, according 
to the law conversely, if a person is re- 
moved from the provisions of the act, 
reading the law strictly, settlement is not 
made until the end of the coverage of the 
act, even though a policy might have been, 
m the meantime, settled, and certificates 
which the Government issued drew interes: 
to that time. 

What happens is that the policies are all 
lumped together and reported on a sheet 
which comes in monthly urder the act. 

Some policies may have had the coverage 
currently from month to month, but if 
some have been delayed for a year or so. 
there is no provision for adjusting them 
except as provisions have been worked out 
with the insurers.® 


2 Hearings on H. R. 7029, 77th Cong, 2d 
sess., p. 35. 


In addition, there were inconsistencies 
in the treatment of various kinds of 
policies which were unfair and illogical. 
The act did not protect life insurance 
policies where there was an outstanding 
loan in excess of 50 per cent of the cash 
surrender value, or policies whose pre- 
miums had been due and unpaid for 
more than one year; but term insurance 
——with no cash surrender value at all— 
was protected. The act also required a 
policy to be surrendered at the termina- 
tion date of the coverage provided in 
the act, unless the insured had effected 
a settlement with the company prior 
thereto, even though the insured at that 
time had a substantial equity in the 
policy. 

Developing criticism of the insurance 
clauses of the 1940 act led to various 
suggestions for change. In 1941 the 
Veterans Administration sponsored a 
proposed amendment which eventually 
passed the Senate as S. 1372. Certain 
features of this bill, together with other 
proposals, were finally incorporated into 
the elaborate amendments identified as 
the Soldiers’ and Sailors’ Civil Relief 
Act Amendments of 1942, approved Oc- 
tober 6, 1942,* which drastically modi- 
fied the original act. Article IV of the 
act was completely rewritten. The 
types of policies covered by the act, the 
amount of the protection, the adminis- 
tration of the provisions, and the period 
of the relief were all changed. In view 
of these amendments, a summary of the 
insurance protection thereby afforded 
may be valuable to the reader. 


SUMMARY OF PRESENT INSURANCE 
PROTECTION 


Persons entitled to protection 
Any “insured” as defined may, by 
making written application for protec- 
tion, be entitled to the benefits of Article 
t Public Law 732, 77th Cong. 
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IV. The Veterans Administration is 
instructed to give notice to military and 
naval authorities of the provisions of 
Article IV, and the Secretary of War 
and the Secretary of the Navy are en- 
trusted with the responsibility of giving 
notice of the benefits of the act to mili- 
tary personnel generally. Where the 
insured is in service outside continental 
United States, Alaska, and the Panama 
Canal Zone, application for protection 
may be made by the beneficiary. The 
term “insured” includes any, person on 
active duty with the military or naval 
forces of the United States (including 
the Coast Guard) and any member of 
the Women’s Army Auxiliary Corps, 
whose life is insured under and who is 
the owner and holder of and has an 
interest in a policy as hereinafter de- 
fined. 


Polictes protected 


Policies as defined in the act are en- 
‘titled to protection. The term “policy” 
includes any contract of life insurance 
on a life or endowment or term plan, 
and any benefit contract in the nature 
of life insurance arising out of member- 
ship in any fraternal or beneficial asso- 
ciation, which was made and on which 
a premium was paid before date of ap- 
proval of the Soldiers’ and Sailors’ Civil 
Relief Act Amendments of 1942 (Octo- 
ber 6, 1942), or not less than thirty 
days before the date the insured entered 
into the military service. A policy is 
not eligible for protection under the act 
if it contains any provision excluding or 
restricting liability for death arising 
from or in connection with military serv- 
ice or any activity which the insured 
may be called upon to perform in con- 
nection with his military service, or re- 
quires the payment of an additional pre- 
mium because of military service. The 
provisions of the act are not applicable 


to policies of United States Government 
Life Insurance and National Service Life 
Insurance. 

Any provision in a policy that may 
limit or eliminate a benefit other than 
the primary death benefit will not, be- 
cause of such provision, place the policy 
outside the protection of the act if it is 
otherwise eligible for protection. 

A policy must be in force on a pre- 
mium-paying basis at the time of appli- 
cation for benefits under the act. 

An annuity contract, if it provides 
payment of a substantial death benefit 
in the nature of life insurance, may be 
included within the provisions of the act 
if otherwise eligible. Group insurance 
will not be included unless an indi- 
vidual and separate contract of insur- 
ance is completely released to the in- 
sured and thereafter comes within the 
provisions of the act as a policy. 

The phrase “face amount of insur- 
ance” as used in the regulations will 
mean the amount of insurance payable 
as a death benefit, and if a policy pro- 
vides for installment payments as a 
death benefit, they will be calculated in 
accordance with the terms of the policy 
on the hypothesis of the death of the in- 
sured on the due date of the first pre- 
mium to be guaranteed by the Govern- 
ment. An indebtedness, or any accruals 
(such as paid-up additions, dividend ac- 
cumulations, and so forth) that may be 
added to or taken from the amount 
payable as the death benefits, will not 
be used in calculating the face amount 
of a policy. 

The term “premium” includes the 
amount specified in the policy as the 
stipend to be paid by the insured at 
regular intervals during the period 
therein stated, and membership dues 
and assessments in an association. 

The premium on a policy will be cal- 
culated on an annual basis, and if the 
annual premium is not stated on the 


INSURANCE PROTECTION UNDER S.S.C.R.A. 73 


policy, the insurer will make a calcula- 
tion of the premiums for payment in 
advance and discounted at not less than 
31% per cent, subject to approval by the 
Veterans Administration. 

Premiums will not be guaranteed for 
any additional death benefit insurance 
which together with the amount of the 
primary death benefit would result in a 
payment in excess of $10,000 in the 
event of death of the insured, nor will 
premiums be guaranteed for benefits ad- 
ditional to the primary death benefit if 
liability for such additional benefits is 
excluded or restricted by military service 
or any activity which the insured may 
be called upon to perform in connection 
with his military service. In the event 
the premiums for primary and addi- 
tional benefits are not separable under 
the terms of the policy, the entire pre- 
mium will be guaranteed if the policy is 
otherwise eligible for protection under 
the law. 

An automatic loan provision or other 
such benefit in a policy shall not be op- 
erative during the period of protection 
under the act to avoid the provisions of 
the act in relation to any premium taat 
became payable not more than thirty- 
one days prior to date of application, 
and thereafter while the policy is pro- 
tected by the provisions of the act. 


Increased coverage of policies 


The types of policies covered have 
been substantially increased by the act 
amendments of 1942. The prior provi- 
sion excluding policies subject to a loan 
equal to or greater than 50 per cent of 
the cash surrender value has been elimi- 
nated, and one requirement is now sim- 
ply that the policy must be in force on 
a premium-paying basis at the time of 
application. The protection has been 
raised from a maximum of $5,000 to 
$10,000. It should be noted as well 


that under Section 305 a serviceman is 
given additional protection by the pro- 
viso that: 


Where any life insurance policy on the 
life of a person in military service has been 
assigned prior to such person’s period of 
military service to secure the payment of 
any obligation of such person, no assignee 
of such policy (except the insurer in con- 
nection with a policy loan) shall, during 
the period of military service of the in- 
sured or within one year thereafter, except 
upon the consent in writing of the insured 
made during such period or when the pre- 
miums theron are due and unpaid or upon 
the death of the insured, exercise any right 
or option by virtue of such assignment un- 
less upon leave of court granted upon an 
application made therefor by such assignee. 
The court may thereupon refuse to grant 
such leave unless in the opinion of the 
court the ability of the obligor to comply 
with the terms of the obligation is not ma- 
terially affected by reason of his military 
service. For the purpose of this subsection, 
premiums which are guaranteed under the 
provisions of Article IV of this act shall 
not be deemed to be due and unpaid.’ 


The term “insurer” includes any firm, 
corporation, partnership, or association 
chartered or authorized to engage in the 
insurance business and to issue a policy 
by the laws of a state of the United 
States or the United States, and is sub- 
ject to the jurisdiction of the courts of 
the several states or the United States. 


Administration 


Article IV is entrusted to the Veterans 
Administration. The Administrator of 
Veterans Affairs is given power to pre- 
scribe the form of reports to be fur- 
nished by applicants for protection, and 
to determine whether the policy involved 
is entitled to the benefits of the article. 
The Administrator is authorized to make 
regulations governing the carrying out 
of the provisions of the article. Find- 

5 56 Stat. 773 S 12. 
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ings of fact and conclusions of law 
o- the Administrator in administering 
the provisions of the article are final. 
He is required to make an annual report 
to the Congress. The complicated ac- 
counting system provided in the act of 
1940 has been eliminated. No certifi- 
cates covering premium payments need 
be issued by the Veterans Administra- 
tion as evidence of its guarantee with 
respect to policies covered by the act 
amendments of 1942. 


The accounting system is simple, that is, 
it leaves it to the man and the insurer to 
settle their accounts, except where there is 
a deficiency, and in such an event, the Gov- 
ernment will pay the deficiency.® 


Premiums due and unpaid during the 
period of protection shall be treated as 
a policy loan bearing interest at the rate 
fxed in the policy. The period of pro- 
tection afforded by Article IV terminates 
at the end of two years after the expira- 
‘tion of military service. If, at that time, 
the insured has failed to pay the pre- 
miums and the amount guaranteed ex- 
ceeds the cash surrender value, the pol- 
icy shall cease and terminate and the 
Government shall pay the difference be- 
tween the cash surrender value and the 
amount guaranteed. The period of pro- 
tection after expiration of military serv- 
ice was extended by the 1942 act from 
one year to two years, to allow the ex- 
serviceman more time for readjustment. 

From the information available as of 
February 28, 1943, the Veterans Admin- 
istration has received applications for 
zhe protection of 56,289 policies under 
the act of 1940 and the act amendments 
of 1942. Of this number, 39,905 poli- 
cies have been placed under the protec- 
tion of the law, representing insurance 
in the amount of $93,267,431.39. Cer- 
tificates in the amount of $2,682,755.52 


è Statement by Mr. Breining, Hearings on 
H. R. 7029, 77th Cong., 2d sess, p. 37. 


have been issued to the insurers as evi- 
dence ot the Government’s indebtedness 
by reason of the premiums so guaran- 
teed. Policies with some insurers have 
been approved for protection under the 
act amendments of 1942, and the in- 
debtedness is not evidenced by the is- 
suance of a certificate. During the pe- 
riod since October 17, 1940, thirty-eight 
policies representing insurance in the 
amount of $91,750 have matured as 
death claims. 


Importance 
The :nsurance clauses of the Soldiers’ 


and Sailors’ Civil Relief Act will become - 


particularly important if and when large 
numbers of married men with depend- 
ents are inducted into the service. In 
most cases, Article IV will afford them 
the opportunity to maintain intact their 
present insurance program. In fact, 
through National Service Life Insur- 
ance, they may enhance it. 

In cases where the serviceman holds 
policies in excess of the amount for 
which he can obtain protection, a con- 
venient course of action which he may 
take would be to direct an allotment of 
his pay for periodic remission to his 
company. Such a procedure, wherever 
possible, has the advantage of maintain- 
ing the policy on a currently paid basis. 
It avoids the difficulty of having to make 
good accrued premiums during the post- 
war period. For this reason, even with 
respect to a policy protected under the 
act, the serviceman should make every 
effort to pay as much as possible on ac- 
count of accruing premiums during the 
period of his protection. 

Article IV is probably of most benefit 
to holders of policies issued in the years 
immediately preceding Pearl Harbor. If 
the pclicy, at the time of application, 
has been in force a considerable number 
of years, it would probably (except in 


‘the case of term insurance) have a loan 


ert tp 
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value sufficient to enable the policy- the policy was issued recently, it prob- 
holder to obtain substantially equivalent ably contains a war clause, and is not 
benefits without the help of the act. If protected by the act. 


Brizadter General Frank T. Hines, LL.D., ts Ad- 
minssirator of Veterans Affairs and chairman of the 
Federal Board of Hospitalization, Weshington, D. C. 
He served in the United States Army from 1898 to 
1920, being Chief of Transportation during the first 
World War. He was Director of the United States 
Veterans Bureau from 1923 to 1930, when the Vet- 
erans Administration was created and he was ap- 
pointed to hts present position. 


The Life Insurance Policy During Wartime 


By CHESTER A. KLINE 


HE man in or about to enter mili- 

tary service unquestionably will be 
more concerned with the introduction 
of a war clause in the life insurance 
policy than with any other contract 
change which has recently taken place. 
Most recent policy changes, however, 
have not been due to the war. From 
the viewpoint of the general public, the 
companies, their agents, and others, 
these nonwar changes outrank those due 
to war in both number and importance. 
Some of the nonwar changes have taken 
place so recently that they may be con- 
fused with changes due primarily to 
war. For these reasons it seems wise 
to indicate their nature here. 

The life insurance companies have 
continued to liberalize policy provisions 
relating to the payment of proceeds. 
For example, as a result of recent an- 
nouncements, the insured may request 
the insurance company to insert a provi- 
sion in the policy permitting the bene- 
ficiary to change the method of payment 
of the proceeds after his death. 

The companies have also liberalized 
the policy provisions relating to air 
travel by the insured while he is a fare- 
paying passenger on regularly sched- 
uled passenger flights of duly licensed 
common carriers within the continental 
boundaries of the United States. This 
has been accomplished by the removal 
of extra premium charges on new poli- 
cies for regular life insurance, including 
accidental death and disability premium 
waiver coverage. 

A number of companies have recently 
extended to the term policyholder the 
right to disability and double indemnity 
benefits. 

During recent months most com- 
panies have adopted new policies or new 
policy provisions which emphasize and 
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make attractive the protection element 
as contrasted with the investment ele- 
ment in the various policies. Likewise, 
there has been a general discontinuance 
of many contracts and contract provi- 
sions which tend to emphasize invest- 
ment features. New mortality tables — 
have been adopted and the interest rate 
assumed for premium calculation pur- 
poses has been lowered, in some cases 
to as low as 24% per cent. This has re- 
sulted in premium increases for most 
policies, with a relatively greater in- 
crease for the investment type. 


War CLAUSE ADOPTED 

The principal policy change caused 
by the outbreak of war was the adop- 
tion of a war clause by practically all 
companies. Canada declared war early 
in September 1939, and within a few 
weeks practically all Canadian life insur- 
ance companies had agreed to insert a 
uniform war clause in new life insurance 
policies. Subsequently, life insurance 
companies in the United States consid- 
ered the adoption of such a practice, and 
some companies adopted a clause, limit- 
ing its use, however, to certain types of 
risks. After the entry of the United 
States into the war in December 1941, 
all companies operating in this country 
quickly adopted the practice of insert- 
ing war clauses in new policies. 

With the outbreak of war, life insur- 
ance companies were faced with the 
probability of a greater number of death ' 
claims than in peacetime. This extra 
risk of death was difficult to measure, 
and it existed largely in connection with 
those in the younger age groups. 

The latter point presented more of a 
problem to the companies than the 
former. In the opinion of some, if the 
extra risk had been distributed evenly 


Tue Lore Insurance Porticy Durme WARTIME 77 


over persons of all ages, the companies 
could have continued business without 
the adoption of restrictive clauses. 
However, the companies knew that 
should they continue to sell life insur- 
ance to all persons without restrictions 
relating to death due to military service, 
they would be subject to adverse selec- 
tion by those younger persons exposed 
to the war hazard. The companies felt 
that war restrictions were necessary for 
the protection of old as well as new 
policyholders. The view was taken that 
the risk of death due to war was a com- 
munal one which could not be safely as- 
sumed by private insurance companies, 
but which should be assumed by all 
members of society. 

This view was supported by indi- 
viduals and by the various government 
representatives who supervise the insur- 
ance business. The Federal Govern- 
ment, through the passage of the Na- 
tional Service Life Insurance Act in 
1940, made up to $10,000 of life insur- 
ance available to all persons on active 
duty in the various armed forces. In 
this manner the extra risk of death due 
to war was distributed over all persons, 
insured and uninsured alike. 


War CLAUSES LACKED UNIFORMITY 


For several months following the 
entry of the United States into war, life 
insurance companies operating in this 
country proceeded in an individual man- 
ner to solve the problem of providing 
for extra deaths which would be caused 
by the war. Each company drew up its 
own clause and decided on the circum- 
stances under which it would be used, 
subject, of course, to any law or rules 
issued by the insurance commissioners. 

The variation in company practice in 
the United States at the beginning of 
1942 is revealed by a study of fifty- 
eight large life insurance companies 
representing well over 90 per cent ot 
the aggregate insurance in force. At 


that time, twenty-seven of these com- 
panies, representing 83 per cent of the 
aggregate insurance in force, applied a 
war clause to all new policies. Most of 
the remaining companies inserted a war 
clause in policies issued to males in cer- 
tain age groups, such as those 15 to 36 
or 15 to 45 years of age. Seventeen 
companies, representing 56 per cent of 
the aggregate insurance, granted full 
coverage under the clause to servicemen 
while they remained in the home area 
(United States, Canada, and Newfound- 
land). Of the remaining companies, 
most would not assume the risk of war 
deaths of servicemen in the home area, 
and the other few, representing 4 per 
cent of the aggregate insurance, ex- 
cluded all deaths of servicemen in the 
home area. All companies excluded 
death from any cause when the insured 
was in service in foreign areas. 

This study disclosed a number of 
other interesting underwriting practices. 
Forty-seven companies, which repre- 
sented 94 per cent of the business, used 
a permanent type of war clause, and 
only five companies used a clause limit- 
ing the restrictions to a definite period 
of time, such as five or ten years. Most 
of the companies did not print the 
clause in the policy, although ten com- 
panies, representing 38 per cent of the 
aggregate insurance, required occupa- 
tional extra premiums from those in the 
military and naval service even when 
the war clause was attached. Sixteen 
of the companies, representing 35 per 
cent of the business, would not sell term 
insurance to servicemen; and thirty- 
nine companies, doing 76 per cent of the 
aggregate business, would not include a 
disability or double indemnity clause in 
policies sold to men in the service. 
Only three of the companies allowed the 
insured to pay an extra premium for 
full coverage. 

The diversity in domestic underwrit- 
ing practices with respect to war restric- 
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tions was due to a number of reasons. 
The infrequency of wars and their dis- 
similarity caused the companies to differ 
considerably regarding the relative ef- 
fects of war conditions on the death 
rate. For example, it was difficult to 
tell in advance the extent of the un- 
favorable effects of exposure to battle, 
tropical disease, diseases of foreign 
lands, and so forth. On the other hand, 
it was just as difficult to estimate the 
favorable effects of such factors as good 
food, fresh air, exercise, and similar 
benefits which result from living under 
military conditions. Competition among 
the companies was also a strong factor 
in bringing about diverse underwriting 
practices, Closely tied in with competi- 
tion was the fact that the life insurance 
companies were subject to regulation in 
forty-eight states and the District of 
Columbia. 


CANADIAN AND BRITISH PRACTICE 


The Canadian companies were able 
to secure a much greater degree of uni- 
formity following declaration of war 
than were those operating in the United 
States. The principal reasons for this 
seem to be that the Canadian companies 
were subject to fewer legislative bodies 
than were the domestic companies, and 
that practically all Canadian companies 
were members of an association which 
could hold meetings for the purpose of 
discussing problems common to all its 
members. 

The Canadian companies operating 
in their home territory agreed to use a 
war clause very similar to that now used 
by companies operating in the United 
States. In addition, however, the Ca- 
nadian companies adopted the practice 
of suspending the operation of the war 
clause for certain classes of policyholders 
upon the payment of an extra premium 
ranging up to $90 per $1,000 of insur- 
ance, depending upon the risk involved. 

Canadian companies operating in 
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the British Isles followed a uniform 
practice in connection with the insertion 
of war clauses and the waiving of re- 
strictions upon the payment of a suit- 
able extra premium. The war clause 
used by Canadian companies operating 
in the British Isles provides that if 
death occurs as a direct or indirect 
result of war, whether declared or not, 
the amount payable will be limited to 
either premiums paid or cash value, 
whichever is the greater. 

The practice of British companies 
operating in the British Isles varies con- 
siderably in the use of war clauses. 


EFFORT TOWARD UNIFORMITY 


On July 1, 1942, the Life Committee 
of the National Association of Insur- 
ance Commissioners appointed a sub- 
committee for the purpose of consider- 
ing (1) uniform war restrictions in life 
insurance policies and (2) the extent 
to which the war hazard should enter 
into the consideration of applications 
for reinstatement of lapsed policies. 
Shortly after its appointment, the sub- 
committee made the following recom- 
mendations: 


I. a) No war restrictions or exclusions 
where the cause of death arises in the 
Home Area. 

b) Exclusions or restrictions (i) in the 
event of death occurring outside the Home 
Area while in the military, naval or air 
forces of any country at war, or (ii) in the 
event of death occurring within the Home 
Area within six (6) months after returning 
thereto, as a result of causes arising while 
in such forces outside the Home Area. 

c) In the case of civilians traveling or 
working abroad, exclusions or restrictions 
in the event of death occurring within two 
(2) years from the date of issue of the 
policy as a result of war where the cause 
of death occurs while the insured is outside 
the Home Area and dies either outside such 
area or within six (6) months after return- 
ing thereto. 

d) No restrictions or exclusions in the 
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event of death occurring as a result of 
travel or flight in any species of aircraft 
while a fare-paying passenger on a com- 
mercial line flying bn a regular route be- 
tween definitely established airports. 

H. The term “Home Area” shall mean 
the forty-eight states of the United States, 
the District of Columbia, the Dominion of 
Canada and Newfoundland. 


The subcommittee also 


recommended that when reinstatement of a 
policy not previously subject to a war 
clause is applied for within a period not 
exceeding ninety days from the expiration 
of the grace period, such application be 
considered without reference to possible 
war hazards and the policy be reinstated 
without war restrictions or exclusions, pro- 
vided other standards of insurability are 
satisfied. Where application is made be- 
yond the ninety day period it should be 
considered on its merits. 


RECOMMENDATIONS IN GENERAL Use 


The recommendations of the commis- 
sioners were favorably received by the 
life insurance companies. As early as 
October 1942, many of the companies 
were following the principal recom- 
mendations. Others indicated that they 
were not following them but intended to 
conform just as soon as the changes in 
practice could be effected. For ex- 
ample, practically all companies agreed 
to the definition of “home area,” and 
most companies were granting full cov- 
erage in the home area but were exclud- 
ing deaths outside. Likewise, the com- 
missioners’ recommendation regarding 
restrictions on civilians when abroad 
was being followed by most companies. 
And practically all were following the 
recommendation regarding aircraft travel 
by the insured. While most companies 
were not following the commissioners’ 
recommendation relating to reinstate- 
ment, practically all indicated a willing- 
ness to conform in the future. 

At the annual meeting which the in- 


surance commissioners held November 
29 to December 1, 1942, the secretary 
of the association reported that twenty- 
four states had adopted the recom- 
mendations, that eight had declined to 
adopt them, and that the remainder had 
not voted on the matter. 


LIMITATIONS OF WAR CLAUSE 


In view of the universal use of war 
clauses and the ominous sound which 
the term “war clause” has for the gen- 
eral public, it is interesting to note an 
important limitation which the recom- 
mended type of clause imposes on the 
protection extended by the policy. As 
may be observed from the commission- 
ers’ recommendations, the usual war 
clause does not by any means relieve 
the companies from liability for all 
deaths directly caused by war. As one 
writer puts it, the clause is largely an 
expeditionary-force clause. It is not a 
general war clause, since exclusions are 
not inserted covering war deaths which 
occur in the home area. Even some of 
the expeditionary hazards are covered, 
because the home area includes the Do- 
minion of Canada and Newfoundland. 

According to the laws of thirty-four 
states, an exception for death due to 
military service may be inserted in the 
policy and no qualification need be 
made as to the place of such death. The 
distinction, however, between causes of 
death arising within or without the home 
area is a matter not covered by law or 
regulation in any of the various states. 
The insertion in the war clause recom- 
mendations of such a distinction be- 
tween the causes of death represents a 
decision of far-reaching significance. It 
means not only that all deaths of those 
in the armed forces are covered while 
the insureds are at home, but also that 
all civilian deaths are covered other than 
those arising in connection with travel 
or work abroad. 

It is argued by some that the recom- 
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mended exclusions are too narrow, be- 
cause catastrophic loss of life within the 
United States may occur as a result of 
invasion or other hostile acts. It is 
argued also that occupation is an impor- 
tant factor affecting the risk of death, 
and that those in the armed forces at 
home are subject to hazards which make 
them uninsurable at ordinary or stand- 
ard rates and policy conditions. In re- 
ferring to the limited exclusions included 
in the commissioners’ recommendations, 
one writer states: 


The Commissioners’ recommendation not 
to exclude from normal coverage the war 
hazards on this side of the water presup- 
poses a decision that all such hazards, 
whether they be training, handling the dan- 
gerous implements of modern sea and land 
war or resisting attack or invasion, are not 
too great to be carried safely at standard 
rates if in the Home Area. This is the 
major decision involved in the recom- 
mendations. 


GROUP LIFE INSURANCE 


When the United States declared war 
and employees entered the armed serv- 
ices, the question arose as to what 
should be done about group life insur- 
ance covering such employees. At first 
the employers decided in most instances 
to continue to carry the group insurance 
on this type of employee. The usual 
group life policy contained a provision 
permitting employees on leave of ab- 
sence to be covered for either a definite 
or an indefinite period. 

This continuance of the group life 
coverage, however, presented a problem 
to the insurance companies, because 
group life premiums were based on nor- 
mal or peacetime conditions. The group 
life policy gave the companies the right 
to raise premiums, and after much con- 
sideration of the problem they informed 
employers that it would be necessary to 
raise the premiums for those employees 
continued under the policy after termi- 


nation of employment due to military 
service. i 

Because it was difficult if not impos- 
sible to determine the exact increase 
which should be charged in each case of 
such extra hazard, it was decided that 
a flat rate of $5.00 per month per $1,000 
of insurance would be charged as the 
total premium rate for insurance on 
each employee in the military service. 
For employees entering military service 
after this rate went into effect, it was 
customary to continue the normal or 
regular premium charge for a period of 
120 days following termination of 
employment. 

This coverage at normal rates for 120 
days was provided in order to allow 
each employee who entered military 
service ample time to obtain protection 
granted under the National Service Life 
Insurance Act. This law permits a per- 
son to obtain Government life insurance 
without medical examination, by mak- 
ing application within 120 days follow- 
ing entry into active service. 

The right of an employee under a 
group life policy to convert without evi- 
dence of insurability when he termi- 
nates his employment is of no value to 
him in connection with the risk of death 
due to war, because under this privilege 
he is entitled to “a policy of life insur- 
ance in any one of the forms custom- 
arily issued by the company,” and so 
forth. If the employee exercises this 
right, the form selected will in all proba- 
bility contain a war clause under which 
the company excludes, under certain 
conditions, war as a cause or death. 


OTHER Forms oF GROUP INSURANCE 


The other usual forms of group insur- 
ance do not present any important prob- 
lems when an employee leaves to enter 
military service. The group accident 
and health (disability) policy, the group 
accidental death and dismemberment 
policy, and the group hospitalization 


THe Lire Insurance Poticy Dure WARTIME 8&1 


policy (sold by private insurance cem- 
panies) usually contain a provision taat 
coverage under the policy is to cease 
upon termination of active employment. 
There is usually no provision in these 
policies under which the employee may 
be protected after termination of serv- 
ice, nor is there usually any provision 
giving the employee a right to convert 
into any other form of insurance. 

When dependents of an employee are 
covered under an association type of 
group hospital policy, the employer may 
arrange to continue protection on the 
dependents when an employee leaves his 
employment to enter the military serv- 
ice. Obviously, the employee is pro- 
tected by the Government against sick- 
ness and accident while he is in the 
military service. 

Group annuity policies present the 
problem of what is to be done regarding 
the covered employee’s contract when 
he enters military service. Shortly after 
the outbreak of war a number of em- 
ployers who had noncontributory plans 
agreed to continue to give the employee 
credit for the time he spent in military 
service. Employers who had contribu- 
tory plans not only agreed to give credit 
for military service but also agreed to 
assume the contribution which the em- 
ployee had been making under the plan. 
As time went on, a much greater varia- 
tion occurred in the group annuity ar- 
rangements made for employees enter- 
ing military service. 


PREMIUM PAYMENT METHODS 


The holder of an ordinary type of 
policy who enters military service may 
provide for his premium obligations in 
one of three ways. He may arrange to 
continue to pay the premiums according 
to the plan specified in the policy, he 
may use the pay allotment plan, or he 
may have the premiums guaranteed by 
the Government under the Soldiers’ and 
Sailors’ Civil Relief Act. The life in- 


surance companies prefer one of the first 
two premium payment plans, because 
they are better for all parties concerned, 
that is, the company, the insured, and 
the beneficiaries. 

Under the pay allotment plan, the 
Government, at the request of the poli- 
cyholder, will make a monthly deduc- 
tion from the insured’s military pay and 
turn this over to the life insurance com- 
pany for the purpose of paying the in- 
sured’s premiums. Forms used to place 
this plan in operation may be secured 
by the insured from the finance officer 
of his military unit. This plan is avail- 
able to all members of the armed forces, 
including women, officers, and enlisted 
men. If the plan is effected, premium 
notices will not be sent by the company, 
nor will premium receipts be issued un- 
less requested by the insured. After 
termination of the insured’s military 
service, he may resume the regular plan 
of paying premiums. 

Under the guarantee plan offered by 
the Soldiers’ and Sailors’ Civil Relief 
Act, the insured may cease paying pre- 
miums and have these guaranteed by 
the Government; but if he does this, 
each unpaid premium becomes a lien 
against the policy, which, until paid, 
subtracts that much from the protection 
of the beneficiaries. 


PROCEDURE FOR DEATH CLAIMS 


The war has caused the adoption by 
the life insurance companies of certain 
new procedures in the settlement of 
death claims. While these procedures 
are not a part of the policy, they are 
so closely connected therewith that-it 
seems wise to close this paper by out- 
lining their general nature. 

When a claim is presented because of 
death of a policyholder while in the 
armed service, the procedure which the 
company follows in determining its lia- 
bility may be simple or it may be com- 
plex, depending on the circumstances in 
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the case. In any event, the procedure 
for the settlement of the death claim 
will differ from that usually employed 
when the deceased is a civilian. Most 
companies now follow a uniform method 
in the settlement of.death claims of 
policyholders in the various military 
forces. This method was recommended 
by the International Claim_Association, 
and has the support of both the Army 
and the Navy. 

When the death of a serviceman oc- 
curs, the beneficiary usually places a 
claim with the local insurance office re- 
questing payment under the insurance 
policy. The local office applies to the 
proper Army or Navy Department for 
a certificate of death. The Army and 
the Navy provide in their own organiza- 
tions for the issuance of such certificates 
of death, and they have agreed to fur- 
nish copies whey requested by the vari- 
ous life insurance companies. The local 
insurance office also informs its home 
office regarding the death claim, so that 
the claim may be paid just as soon as 
the certificate of death is received. 


When the company receives a claim 
covering a policyholder missing in ac- 
tion, it notifies the Army or the Navy. 
The Army or the Navy makes a record 
of the notification and proceeds to in- 
vestigate the case through a board of 
inquiry established for the purpose. 
When the board declares the man dead, 
the insurance company is officially noti- 
fied. This procedure is also applied to 
civilian employees involved in Army or 
Navy work at locations outside the 
United States. 

When the company receives a claim 
as a result of the death of a prisoner 
of war, dependence must be placed 
largely on information given out by the 
enemy. When a prisoner dies, the fact 
is usually reported to a special informa- 
tion bureau set up by the War De- 
partment in Washington as a result of 
certain treaties called the Geneva Con- 
ference Treaty Series. When this bu- 
reau receives notification of a death, it 
will certify such death to any life insur- 
ance company which requests this in- 
formation for claim purposes. 
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National Service Life Insurance 


By Frank T. HINES 


AR Risk Insurance was author- 

ized originally in the first World 
War by an amendment to the War Risk 
Insurance Act, approved October 6, 
1917 (Public No. 90, 65th Cong.). The 
primary purpose in furnishing this in- 
surance was to restore to servicemen 
their normal status of insurability, 
which they lost for all practicable pur- 
poses by serving in the armed forces 
during the war emergency, thereby giv- 
ing them the opportunity voluntarily to 
secure greater protection for themselves 
and their dependents than was provided 
in the event of death or permanent and 
total disability, resulting from personal 
injury suffered or disease contracted in 
the line of duty, under the compensation 
provisions of the law. It was also hoped 
that the system of insurance, together 
with the compensation system, would 
render unnecessary in the future a sys- 
tem of service pensions. 


FEATURES OF WAR Risk INSURANCE 


The important features of War Risk 
Insurance as provided in the law are as 
follows: 


1. Such insurance will be granted, upon 
application and payment of premiums, to 
all persons in the active service on October 
6, 1917 and to those persons thereafter 
entering the active service, without medical 
examination. The insurance may be ap- 
plied for within 120 days after enlistment 
or after entrance into or employment in the 
active service and before discharge or resig- 
nation, except that those persons who were 
in the active war service at the time of the 
publication of the terms and conditions of 
such contract of insurance (October 15, 
1917) may apply at any time within 120 
days thereafter and while in such service. 
(The initial period for applying for insur- 
ance was further extended to April 12, 
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1918 by Public Res. 22, 65th Cong., ap- 
proved Feb. 12, 1918.) 

2. The insurance will be granted in any 
multiple of $500 and not less than $1,000 
or more than $10,000. 

3. The insurance is payable in the event 
of death or total permanent disability from 
any cause—whether the result of a condi- 
tion incident to military or naval service 
or civilian life. 

4. The insurance carries net premium 
rates and other calculations based upon the 
American Experience Table of Mortality 
and interest at the rate of 314 per cent per 
year. 

5. The insurance is issued originally as 
yearly renewable term insurance (i.e., term 
insurance for successive terms of one year 
each) with the privilege of conversion, 
without medical examination, into ordinary 
life, twenty-payment life, endowment ma- 
turing at age 62, and into other usual forms 
of insurance within five years after the date 
of the termination of the war. (In an 
amendment to the law [Public No. 325, 
69th Cong., approved June 2, 1926], pro- 
vision was made for the extension of the 
right to convert term insurance until July 
2, 1927.) 

6. The insurance is payable only to a 
spouse, child, grandchild, parent (the term 
“parent” including a grandparent, father or 
mother, stepparent, either of the person in 
the service or of the spouse), brother or 
sister and also during total and permanent 
disability of the injured person, or to any 
or all of them. (Under an amendment 
to the law [Public No. 104, 66th Cong., 
approved Dec. 24, 1919] the class of bene- 
ficiaries was enlarged to include uncles, 
aunts, nephews, nieces, brothers-m-law and 
sisters-in-law of the insured, and persons 
who have stood in loco parentis to a mem- 
ber of the military or naval forces at any 
time prior to his enlistment or induction 
for a period of not less than one year.) 

7. The insurance is payable in 240 equal 
monthly installments of $5.75 for each 
$1,000 of insurance, except that in the case 
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of total permanent disability of the insured 
monthly installments will be continued 
throughout the duration of such disability. 

8. The insured may designate a bene- 
ficiary or beneficiaries of the insurance 
within the permitted class of beneficiaries 
and has the right at all times to change 
the beneficiary or beneficiaries without the 
consent of such beneficiary or beneficiaries 
but only within the permitted class of 
beneficiaries. 

9. If no beneficiary within the permitted 
class be designated by the insured, either 
in his lifetime or by his last will and testa- 
ment, or if the designated beneficiary does 
not survive the insured, the insurance is 
payable to such person or persons, within 
the permitted class of beneficiaries, as 
would under the laws of the state of resi- 
dence of the insured be entitled to his per- 
sonal property in case of intestacy. If no 
such person survive the insured, there shall 
be paid to the estate of the insured an 
amount equal to the reserve value, if any, 
of the insurance at the time of his death, 
calculated on the basis of the American 
Experience Table of Mortality and 3% per 
cent interest in full of all obligations under 
the contract of insurance. This provision 
was amended by Public No. 104, 66th 
Cong., approved Dec. 24, 1919, which pro- 
vides that if no person within the per- 
mitted class of beneficiaries survive the 
insured, there shall be paid to the estate 
of the insured the monthly installments 
payable and applicable under the provi- 
sions of Article IV of the War Risk In- 
surance Act; and if any person to whom 
yearly renewable term insurance has been 
awarded dies, or his rights are otherwise 
terminated after the death of the insured, 
but before all of the 240 monthly install- 
ments have been paid, then the monthly 
installments payable and applicable shall 
be payable to such person or persons within 
the permitted class of beneficiaries as 
would, under the laws of the state of resi- 
dence of the insured, be entitled to his 
personal property in case of intestacy; 
and if the permitted class of beneficiaries 
be exhausted before all of the 240 monthly 
installments have been paid, then there 
shall be paid to the estate of the last sur- 
viving person within the permitted class 


the remaining unpaid monthly installments. 
If no beneficiary within the permitted class 
be designated by the insured as beneficiary 
for converted insurance, granted under the 
provisions of Article IV of the War Risk 
Insurance Act, either in his lifetime or by 
his last will and testament, or if.the desig- 
nated beneficiary does not survive the in- 
sured, then there shall be paid to the estate 
of the insured the remaining unpaid 
monthly installments, or if the designated 
beneficiary survives the insured and dies 
before receiving all of the installments of 
converted insurance payable and applicable, 
then there shall be paid to the estate of 
such beneficiary the remaining unpaid 
monthly installments. This provision was 
further amended by Section 407 of Public 
No. 47, 67th Cong., approved August 9, 
1921, which provides that if no person 
within the permitted class of beneficiaries 
survive the insured, then there shall be paid 
to the estate of the insured the monthly 
installments payable and applicable under 
the provisions of Article IV of the War 
Risk Insurance Act: Provided, That in 
cases where the estate of the insured would 
escheat under the laws of the place of his 
residence the insurance shall not be paid 
to the estate of the insured, but shall es- 
cheat to the United States and shall be 
credited to the United States Government 
life insurance fund or the military and naval 
insurance appropriation, as may be proper. 
This provision was further amended by 
Section 303 of the World War Veterans’ 
Act, 1924, approved June 7, 1924, and by 
Section 303 of Public No. 628, 68th Cong., 
approved March 4, 1925, which provides 
for the payment in a lump sum of the pres- 
ent value of any remaining monthly install- 
ments of insurance when it becomes pay- 
able to the veteran’s estate. 

10. The United States shall bear the ex- 
penses of administration and the excess 
mortality and disability cost resulting from 
the hazards of war. 

11. Any person in the active service on 
or after April 6, 1917, who, while in such 
service and before the expiration of 120 
days from and after the publication of the 
terms and conditions of the contract of 
insurance, becomes or has become totally 
and permanently disabled or dies, or has 
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died, without having applied for insuratce, 
shall be deemed to have applied for and 
to have been granted insurance, payable to 
such person during his life in monthly in- 
stallments of $25 each. If he shall die 
either before he shall have received any 
of such monthly installments or before he 
shall have received 240 of such monthly in- 
stallments, then $25 per month shall be 
paid successively to his widow during her 
widowhood, his child or children, his 
mother, and his father, if and while they 
survive him; provided, however, that not 
more than 240 of such monthly install- 
ments, including those received Sy such 
person during his total and permanent disa- 
bility, shall be so paid. The “automatic” 
insurance herein provided is equivalent to 
an insurance policy of $4,344. (The 
amendment of December 24, 1919 to the 
Act of October 6, 1917 further extended 
the benefits of “automatic” insurance to 
any person in the active service on or 
after April 6, 1917 and before November 
11, 1918 who, while in such active service 
and before the expiration of 120 days 
after entrance into or employment in the 
active service, becomes or has became 
totally and permanently disabled, or dies 
or has died, without having applied for 
insurance.) 


COVERAGE AND FINANCING 


During the period of the war, ap 
proximately 4,500,000 applications were 
made for almost forty billion dcllars of 
insurance affording protection to about 
90 per cent of the members of the armed 
forces. The applications in about 80 
per cent of the cases were for the maxi- 
mum insurance of $10,000, the average 
amount of insurance per policy applied 
for during that period being $8,743. 

War Risk Insurance has always been 
operated on an appropriation basis; that 
is, appropriations have been made to 
pay the losses, the receipts for premiums 
being added to the amounts directly 
appropriated by the Congress. This 
appropriation, designated “Military and 
Naval Insurance Appropriation,” has 


been charged with all losses on War 
Risk Insurance (yearly renewable term 


‘and “automatic”) and also losses on 


United States Government Life Insur- 
ance policies (i.e., the permanent forms 
of policies into which the yearly re- 
newable term insurance was converted) 
resulting from the extra hazard of mili- 
tary or naval service. No separate ap- 
propriation is made for the cost of ad- 
ministration, this cost being part of the 
general expenses of the Veterans Admin- 
istration and its predecessors. 

This form of War Risk Insurance is 
no longer being written, but the Mili- 
tary and Naval Insurance Appropria- 
tion is still used to pay expenditures on 
account of this insurance for monthly 
payments to veterans for total and per- 
manent disability, for monthly pay- 
ments to the beneficiaries of deceased 
veterans, for commuted payments to 
estates of beneficiaries, and for pay- 
ments in settlement of suits on this 
insurance. It is also used for payment 
to the United States Government life 
insurance fund to cover the portion of 
the loss on United States Government 
Life Insurance policies due to the extra 
hazard of military or naval service. 

The total premiums collected on ac- 
count of War Risk Insurance were ap- 
proximately $454,000,000, while the 
total losses incurred were in excess of 
$2,250,000,000. These figures show the 
substantial measure of relief furnished 
to beneficiaries of deceased veterans 
and to the insureds in event of total and 
permanent disability, who were pro- 
tected by War Risk Insurance, and also 
indicates that this insurance proved to 
be largely gratuitous, since the total 
premiums collected paid only approxi- 
mately one-fifth of the cost of the total 
benefits awarded, the other four-fifths 
being required to be appropriated from 
public funds by the Congress. Inci- 
dentally, in the perspective of nearly a 
quarter of a century since War Risk In- 
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surance was inaugurated, the idea that 
this insurance, together with the com- 
pensation provided for service-connected 
disability and death, would eliminate 
service pension demands apparently has 
not been borne out by the record. 


CoNVERTED INSURANCE 


Under the provisions of the original 
act of October 6, 1917, conversion from 
yearly renewable term to permanent 
United States Government Life Insur- 
ance could not be made until after the 
close of the war. Consequently the 
first policies of this kind were not issued 
until May 1919. Converted insurance, 
officially designated “United States Gov- 
ernment Life Insurance,” is provided to 
protect veterans for life or for definite 
periods. The premium rate is a level 
rate which does not increase from year 
to year. While yearly renewable term 
insurance has no reserve value, the per- 
manent plans of United States Govern- 
ment Life Insurance provide for loan, 
cash, paid-up insurance, and extended 
insurance values, and for the payment 
of dividends in event the earnings and 
experience so justify. The premiums 
paid by the holders of United States 
Government Life Insurance policies are 
deposited with the United States Treas- 
ury to the credit of the United States 
Government Life Insurance Fund. The 
Government acts in the capacity of 
trustee of the Fund, administering the 
payment of all claims thereunder and 
the investment and reinvestment of the 
Fund in interest-bearing obligations of 
the United States or bonds of the Fed- 
eral farm loan banks. 

The financial operations of United 
States Government Life Insurance are 
essentially the same as those of a mu- 
tual life insurance company, with these 
two important exceptions: (1) The en- 
tire cost of administration is borne by 
the Government, being a part of the 
general expense of the Veterans Admin- 


istration; (2) in the case of losses re- 
sulting from the extra hazard of the 
military or naval services, the difference 
between the reserve on the policy and 
the amount paid is borne by the Govern- 
ment, the necessary sum being charged 
to the appropriation for military and 
naval insurance and credited to the 
United States Government life insur- 
ance fund. 

Converted insurance from the begin- 
ning has been issued in six forms—ordi- 
nary life, twenty-payment life, thirty- 
payment life, twenty-year endowment, 
thirty-year endowment, and endowment 
at the age of 62 years. Later a five-year 
level premium term policy was author- 
ized. The insurance may be made pay- 
able at maturity in one sum or in thirty- 
six or more monthly installments in 
multiples of 12 and up to 240 at the 
option of the insured in accordance with 
the provisions of Public No. 104, 66th 
Congress, approved December 24, 1919. 
Originally beneficiaries of this insur- 
ance were limited to certain specified 
relatives of the insured, but under the 
amendatory act of May 29, 1928 (Pub- 
lic No. 585, 70th Cong.), the insured 
under a United States Government Life 
Insurance policy may designate any 
person, firm, corporation or legal entity ` 
as the' beneficiary under his policy, 
either individually or as trustee. ` 

Under the provisions of Section 311 
of the World War Veterans Act, 1924, 
as amended July 3, 1930, total disability 
insurance may be included in any United 
States Government Life Insurance con- 
tract upon application and payment of 
an additional premium, provided the ap- 
plicant is in good health. Benefits un- 
der the total disability insurance at the 
monthly rate of $5.75 per $1,000 of 
insurance will be paid after the insured 
has been totally disabled for a period 
of four consecutive months or more be- 
fore attaining the age of 65 years, and 
will be paid so long as he remains totally 
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disabled, even after reaching the age of 
65 years. Any monthly installments 
payable under the special total disability 
insurance will be in addition to any 
benefits to which the insured may 3e 
entitled under the insurance policy by 
reason of total permanent disability. 

Persons who entered the active mili- 
tary or naval service of the United 
States after the termination of the war 
were permitted to obtain yearly renew- 
able term insurance under practicaly 
the same conditions as during the war 
until the World War Veterans’ Act was 
enacted on June 7, 1924, which made 
no provision for granting such insur- 
ance. However, such persons were eli- 
gible under the law to apply for United 
States Government Life Insurance, and 
this privilege was continued uninter- 
ruptedly until it was terminated by Sec- 
tion 611 of the National Service Life 
Insurance Act of 1940, approved Octo- 
ber 8, 1940. 

The right to reinstate and convert 
yearly renewable term insurance was 
terminated by law on July 2, 1927, with 
the exception of cases where the conver- 
sion of such yearly renewable term in- 
surance was then impracticable or im- 
possible due to the mental condition or 
disappearance of the insured. How- 
ever, under Section 310 of the World 
War Veterans Act, 1924, as amended 
May 29, 1928, World War veterans be- 
came and are still entitled to apply for 
United States Government Life Insur- 
ance, provided they are in good health, 
and provided the amount of insurance 
granted under Section 310, plus the 
amount now in force or. previously sur- 
rendered for cash or paid-up imsurarce, 
cannot exceed $10,000. 


PRESENT COVERAGE UNDER U. S. 
GOVERNMENT LIFE INSURANCE 


At the present time there are in fcrce 
approximately 588,000 United Stetes 
Government Life Insurance policies ag- 


gregating $2,490,000,000 of insurance. 
There is also in force total disability 
Insurance aggregating $196,000,000, is- 
sued in connection with approximately 
33,000 United States Government Life 
Insurance policies in accordance with 
Section 311 of the World War Veterans 
Act, 1924, as amended July 3, 1930. 

It is appropriate to note that a con- 
siderable number of the approximately 
588,000 United States Government Life 
Insurance policies now in force are car- 
ried by persons other than veterans of 
the first World War, these persons hay- 
ing been granted insurance originally 
under the insurance privilege accorded 
to every person who entered the active 
military or naval service of the United 
States after the first World War and 
prior to October 8, 1940, when this 
privilege was terminated by Section 611 
of the National Service Life Insurance 
Act of 1940. The records of the Vet- 
erans Administration do not disclose the 
exact number of veterans of the first 
World War who now carry United 
States: Government Life Insurance, al- 
though it may reasonably be estimated 
that they are fewer than one out of 
ten living veterans. 


FEATURES OF NATIONAL SERVICE 
LIFE [INSURANCE 


The National Service Life Insurance 
Act of 1940 (Public No. 801, 76th 
Cong., Title VI, Part I, approved Oct. 
8, 1940), as amended, established a new 
system of life insurance for persons who 
were in the active service in the land 
or naval forces (including the Coast 
Guard) of the United States on October 
8, 1940, or who enter such service after 
that date. 

The important features of National 
Service Life Insurance are as follows: 


1. Such insurance will be granted, upon 
written application and timely payment of 
premiums, to any person who is in or who 
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enters the active service under orders to 
active duty for a period of more than 30 
days, as follows: 

a) The insurance may be applied for 
without the requirement of a medical ex- 
amination within 120 days after such per- 
son has been commissioned and ordered 
into, or is examined, accepted, and enrolled 
in the active service and while in such ac- 
tive service. 

b) Any such person whose 120-day pe- 
riod of eligibility without medical examma- 
tion has expired, may be granted insurance 
upon written application made at any time 
while in the active service and upon timely 
payment of premiums, provided such ap- 
plicant is in good health at the time of 
application and furnishes proof thereof 
satisfactory to the Administrator of Vet- 
erans Affairs. 

2. The insurance will be granted in any 
multiple of $500, but not less than $1,000 
or more than $10,000, provided that no 
person may carry at any one time a com- 
bined amount of National Service Life In- 
surance and United States Government 
Life Insurance in excess of $10,000. 

3. The insurance is payable in the event 
of the death of the insured while the in- 
surance is in force (no matter from what 
cause resultant and irrespective of whether 
death is the result of conditions incident 
to military or naval service or civilian life 
except as excluded under Section 512), 
to a beneficiary or beneficiaries within the 
relationship to the insured of wife, hus- 
band, child (including a stepchild or an 
illegitimate child if designated as bene- 
ficiary by the insured), parent (including 
parent through adoption and persons who 
have stood in loco parentis to the insured 
at any time prior to entry into active serv- 
ice for a period of not less than one year), 
brother or sister (including those of the 
half blood). 

4. The insurance carries net premium 
rates and other calculations based upon the 
American Experience Table of Mortality 
and interest at the rate of 3 per cent per 
year. 

5. The insurance is first issued as five- 
year level premium term insurance with the 
privilege of conversion into ordinary life, 
twenty-payment life, or thirty-payment life 


insurance after the insurance has been in 
effect for one year and within the five-year 
term period. 

6. The insurance contains provision for 
waiver of payment of premiums in the 
event of continuous total disability of the 
insured which continues for six or more 
consecutive months, if such disability com- 
menced subsequent to the date of applica- 
tion for insurance, while the insurance was 
in force under premium-paying conditions 
and prior to the insured’s sixtieth birthday. 

7. The insurance provides that the 
United States will bear the excess mortality 
cost and the cost of waiver of premiums 
on account of total disability when death 
or disability is traceable to the extra haz- 
ard of military or naval service. 

8. The insurance is payable in 240 equal 
monthly installments of $5.51 for each 
$1,000 of insurance if the beneficiary to 
whom payment is first made is under 30 
years of age at the date of death of the 
insured, and in 120 equal monthly install- 
ments if the beneficiary to whom payment 
is first made is 30 or more years of age at 
the date of death of the insured, with such 
payments continuing during the remaining 
lifetime of such beneficiary. 

9. The insurance provides that unpaid 
installments remaining at the death of any 
beneficiary will be paid at the same rate, 
and, unless designated by the insured in a 
different order, to the persons within the 
permitted class of beneficiaries hereinafter 
specified and in the order named: 

a) to the widow or widower of the in- 
sured, if living; 

b) if no widow or widower, to the child 
or children of the insured, if living, in 
equal shares; 

c) if no widow, widower, or child, to 
the parent or parents of the insured who 
last bore that relationship, if -living, in 
equal shares; 

d) if no widow, widower, child, or par- 
ent, to the brothers and sisters of the in- 
sured, if living, in equal shares. 

10. The insured has the right to desig- 
nate a beneficiary or beneficiaries of his 
insurance within the permitted class of 
beneficiaries and has the right at all times 
to change the beneficiary or beneficiaries 
without the consent or knowledge of such 
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beneficiary or beneficiaries, but only within 
the permitted class of beneficiaries. 

11. No person shall have a vested right 
to any installment or installments of the 
insurance. No installments of insurance 
shall be paid to the heirs or legal~repre- 
sentatives as such of the insured or of any 
beneficiary, and in the event that no person 
within the permitted class survives to re- 
ceive the insurance or any part thereof, no 
payment of the unpaid installments shall 
be made. 


COVERAGE AND FINANCING 


The National Service Life Insurance 
Act of 1940 as amended by Section 10 
of Public Law 360, 77th Congress, ap- 
proved December 20, 1941, provides 
gratuitous insurance against death in 
line of duty in active service occurring 
on or after October 8, 1940 and on or 
prior to April 19, 1942, in an aggregate 
amount of $5,000 (including any Gov- 
ernment life insurance otherwise in 
force at the date of death) payable only 
to the widow or widower while unremar- 
ried, child or children, or dependent 
mother or father, of the insured. If 
total disability, continuing for six 
months or more, is suffered under simi- 
lar conditions, the act provides that the 
totally disabled person shall be deemed 
to have applied for and been granted 
insurance in the aggregate sum of 
$5,000, with premiums waived during 
the existence of total disability. 

Public Law 667, 77th Congress, ap- 
proved July 11, 1942, provides that 
National Service Life Insurance will be 
deemed to have been applied for and 
granted to persons in active service wao, 
on or after December 7, 1941, and prior 
to April 20, 1942, had been captured, 
besieged, or otherwise isolated by the 
forces of an enemy of the United States 
for a period of at least thirty consecu- 
tive days and extending beyond April 
19, 1942, in an aggregate amoun: of 
$5,000 (including any Government life 
insurance otherwise in force) effective 


as of the date of capture, siege, or isola- 
tion, and such insurance shall remain in 
force and premiums on such insurance 
shall be waived during the period while 
such person remains so captured, be- 
sieged, or isolated, and for six months 
thereafter. 

All premiums on account of National 
Service Life Insurance are deposited 
and covered into a Separate trust fund 
in the United States Treasury, desig- 
nated as the National Service Life In- 
surance Fund, which, together with in- 
terest earned thereon, is available only 
for the payment of liabilities under the 
insurance, including payments of divi- 
dends to policyholders and refunds of 
unearned premiums. All payments from 
this Fund are made upon and in accord- 
ance with awards by the Administrator 
of Veterans Affairs. The Government 
acts in the capacity of trustee of the 
Fund, for the sole benefit of the policy- 
holders, administering the payment of 
all claims thereunder and the invest- 
ment and reinvestment of the Fund in 
interest-bearing obligations of the United 
States or in obligations guaranteed as to 
principal and interest by the United 
States. 

The Government bears all the ex- 
pense of administration of National 
Service Life Insurance, and the excess 
mortality cost and the cost of the waiver 
of premiums on account of total disa- 
bility when death or disability is trace- 
able to the extra hazard of the military 
or naval service, so that such costs do 
not affect the National Service Life In- 
surance Fund. 

In corsidering the National Service 
Life Insurance Fund, it must be clearly 
understood that no part of the Fund be- 
longs to the Government, nor does the 
Government derive any profit whatever 
from its administration, and the bene- 
ficial interest in the reserves belongs 
exclusively to the policyholders. 

As of March 15, 1943, over 7,750,- 
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000 applications from members in all 
branches of the military and naval serv- 
ice had been received in the Veterans 
Administration, and the insurance ap- 
plied for aggregated over fifty billion 
dollars, which is in excess of the total 
amount of insurance applied for during 
the first World War. On the basis of 
applications approved through March 
15, 1943, the average amount per policy 
was $6,381 and the average amount per 
life insured was $6,857. For all appli- 
cations approved in the month of Feb- 
ruary 1943 the average amount per 
policy was $7,583 and the average 
amount per life was $8,074. 


NATIONAL SERVICE LIFE INSURANCE 
COMPARED TO War RISK 
/ INSURANCE 


The same principle underlying the 
granting of War Risk Insurance in the 
first World War governed the granting 
of National Service Life Insurance, 
namely, restoring the insurability of 
servicemen while exposed to the extra 
hazard of military and naval service to 
an ordinary risk basis, thereby affording 
them the opportunity voluntarily to se- 
cure greater protection for their de- 
pendents in the event of death than is 
provided under existing compensation 
and pension laws. 

As previously described, many of the 
provisions in the National Service Life 
Insurance Act of 1940 as amended, 
closely parallel the insurance provisions 
in the War Risk Insurance Act as 
amended October 6, 1917. There are, 
however, some important differences, 
the principal ones being as follows: 

1. National Service Life Insurance 
has been established and is being oper- 
ated on the mutual plan, similar to the 
system of commercial life insurance, 
whereas yearly renewable term insur- 
ance was established and operated on 
an appropriation basis. Under National 
Service Life Insurance, reserves are 


maintained as may be required under 
accepted actuarial principles to meet the 
liabilities under the insurance, and each 
policyholder has a financial interest in 
the business, since, when experience per- 
mits, the cost of his protection is pe- 
riodically adjusted by the payment to 
him of dividends. 

2. National Service Life Insurance 
does not provide for the payment of 
direct benefits to the insured in the 
event of total permanent disability as 
is provided by yearly renewable term 
and United States Government Life In- 
surance. Instead, in harmony with the 
present practice of most commercial in- 
surers, National Service Life Insurance 
provides for the waiver of payment of 
premiums during the continuous total 
disability of the insured which con- 
tinues or has continued for six or more 
consecutive months, if such disability 
commenced subsequent to the date of ap- 
plication for insurance, while the insur- 
ance was in force under premium-paying 
conditions and prior to the insured’s 
sixtieth birthday. The amount of the 
yearly renewable term and United 
States Government Life Insurance policy 
is decreased by reason of any payments 
made to the insured on account of total 
permanent disability. The payment of 
such benefits has the effect of diminish- 
ing the equity in the policy and, if con- 
tinued for twenty years, completely ex- 
tinguishing all rights of the beneficiary 
whom the insured had sought to protect 
upon his death. Not only does the 
waiver of premium provision in Na- 
tional Service Life Insurance policies 
permit the insurance protection to re- 
main intact, but also, under the perma- 
nent plans, the insured’s equity in- 
creases during the period covered by the 
waiver. Moreover, premiums are waived 
under National Service Life Insurance 
when total disability has continued for 
six months, whereas under the total 
permanent disability provision in all 
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yearly renewable term and United States 
Government Life Insurance contracts, 
premiums are not waived until due 
proof has been made that the disability 
is permanent as well as total. 

3. Premium rates and other calcula- 
tions in connection with National Serv- 
ice Life Insurance are based upon the 
American Experience Table of Mor- 
tality and interest at the rate of 3 per 
cent per year, while the premium rates 
and other calculations in connection with 
yearly renewable term and United 
States Government Life Insurance are 
based upon the American Experience 
Table of Mortality and interest at the 
rate of 344 per cent per year. Because 
of this lower interest rate on reserves, 
the premium rates on National Service 
Life Insurance are slightly higher than 
those on yearly renewable term and 
United States Government Life Insur- 
ance. The 3 per cent rate of interest 
on reserves is more generous than that 
provided in contracts issued today by 
many commercial insurers. 

4. Under yearly renewable term in- 
surance, death benefits are payable to 
the beneficiary in 240 equal monthly in- 
stallments of $5.75 for each $1,000 of 
insurance. Under National Service Life 
Insurance, death benefits are payable 
to the beneficiary in 240 equal monthly 
installments of $5.51 for each $1,000 of 
insurance if the beneficiary to whom 
payment is first made is under thirty 
years of age at the date of death of the 
insured; if the beneficiary to whom pay- 
ment is first made is thirty or more 
years of age at the date of death of the 
insured, monthly installments are pay- 
able during the remaining lifetime of 
such beneficiary with the proviso that 
such monthly installments shall be pay- 
able for 120 months certain. The 
amount of the monthly installment pay- 
able for each $1,000 of insurance under 
this latter provision is determined by 
the age of the beneficiary at the date 


Amount of 
each 
monthly 
Age of beneficiary installment 
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of death of the insured in accordance 
with the foregoing schedule, which is 
based upon the American Experience 
Table of Mortality and interest at 3 per 
cent per year. Since most beneficiaries 
are women, the value of their install- 
ment payments under this life income 
provision is greatly enhanced by the 
fact that instead of an annuity mor- 
tality table, differentiated for sex, the 
much more favorable American Experi- 
ence Table of Mortality is used as a 
basis of calculation combined with a 3 
per cent interest rate which exceeds that 
usually used today by commercial 
insurers. 

5. The War Risk Insurance Act as 
amended October 6, 1917, Section 405, 
provides that in the event of disagree- 
ment as to a claim under the contract 
of insurance between the Bureau of War 
Risk Insurance and any beneficiary or 
beneficiaries thereunder, an action on 
the claim may be brought against the 
United States in the district court of 
the United States in and for the district 
in which such beneficiaries or any one 
of them resides. The National Service 
Life Insurance Act of 1940, as amended, 
Section 617, provides that in the event 
of a disagreement as to a claim aris- 
ing under the insurance, suit may be 
brought in the same manner and subject 
to the same conditions and limitations 
as are applicable to United States Gov- 
ernment Life (converted) Insurance un- 
der the provisions of Sections 19 and 
500 of the World War Veterans Act, 
1924, as amended: Provided, That in 
any such suit the decision of the Ad- 
ministrator of Veterans Affairs as to 
waiver or nonwaiver of premiums under 
this act as now or hereafter amended 
shall be conclusive and binding on the 
court. 


OPPORTUNITY AFFORDED BY NATIONAL 
SERVICE LIFE INSURANCE 


The opportunity afforded to persons 


in the active service in time of war, and 
particularly to those with family re- 
sponsibilities, to purchase up to a maxi- 
mum of $10,000 of National Service 
Life Insurance at less than peacetime 
rates is so wonderfully attractive that 
all should avail themselves of it to the 
utmost of their financial ability. The 
premium rates are low: the cost for 
$10,000 of five-year level premium term 
insurance for a person at age 25 is $6.70 
per month; at age 30 it is $7.10 per 
month; at age 45 it is $9.90 per month. 
With present pay rates, every person 
in the active service should be able to 
carry the maximum amount authorized. 

The insurance once issued by the 
Government can be kept up by pay- 
ment of premiums, not only during the 
war but also afterwards; not only while 
the insured is in the service but also 
after be returns to civilian life; not 
only during the five-year term period 
but also after conversion into an ordi- 
nary life, twenty-payment life, or thirty- 
payment life policy. By insuring 
himself with National Service Life In- 
surance, the serviceman immediately cre- 
ates an estate, payable to certain speci- 
fied relatives in the event of his death, 
and through systematic -saving he 
thereby will have acquired, later in life, 
a valuable financial asset for himself 
and his family. 


Cost TO THE GOVERNMENT 


It should be clearly borne in mind 
that the premiums charged for National 
Service Life Insurance are the net rates 
without any loading for administrative 
expenses, and are computed on the basis 
of mortality experience in time of peace. 
No additional charge is included in the 
premium to cover the cost of the provi- 
sion for the waiver of premiums on 
account of total disability. The Gov- 
ernment bears all the expenses of ad- 
ministration and the excess mortality 
and disability expenses traceable to the 
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extra hazard of the military or naval 
service, 

It is highly likely that the cost to 
the Government of National Service 
Life Insurance will run into billions of 
dollars. It is not possible to estimate 
the cost to the Government of this pro- 
gram, since it is dependent upon the 
duration and extent of the operations 
of the armed forces in the theaters o: 
active warfare throughout the world, 
and other factors which lie largely 
within the realm of speculation and 
cannot be determined in advance. 

In this connection it seems appropri- 
ate to state that payments made unde 
National Service Life Insurance are in- 
dependent of and in addition to benefits 
payable under the comprehensive pen- 
sion system for death or disability re- 
sulting from personal injury suffered or 
disease contracted in the line of duty 
in the present war. Persons so disabled 
may be paid benefits according to the 
degree of disability, the rates ranging 
from $10 monthly for 10 per cent of 
disability to $100 monthly for total 
disability. In addition, there are statu- 
tory ratings which increase the rate for 
total disability in varying amounts up 
to $250 monthly. 

The widow of any deceased veteran 
whose death resulted from injury or dis- 
ease received in line of duty while the 
United States is engaged in war may be 
entitled to pension at the rate of $38 
or $45 a month, depending upon the age 
of the widow, with additional sums fer 


children, the maximum payable for a 
widow and children being $83 a month. 
Payments additional to these sums may 
also be made to a dependent parent or 
parents at the rate of $45 per month 
where there is only one dependent par- 
ent, and $25 per month each, if both 
mother and father are surviving and 
dependent, and the veteran’s disability 
is due to service. 


EFFECT ON PRIVATE INSURANCE 


The advent of the Government into 
the life insurance business during the 
first World War, authorizing and em- 
phasizing as it did a maximum of $10,- 
000 protection on every serviceman’s 
life, has generally been conceded to have 
been a great benefit to the institution of 
privately operated life insurance. At 
that time apprehension was felt in some 
quarters of the possible encroachment 
of Government upon the field of life 
insurance. As a matter of fact the rec- 
ords disclose that on January 1, 1917 
there was less than twenty-five billion 
dollars of commercial life insurance in 
force in the entire United States, and 
within two years after the close of the 
first World War this amount had in- 
creased to over forty billion dollars, 
exclusive of Government life insurance. 
This amount of insurance has steadily 
increased until there is today over one 
hundred and thirty billion dollars of 
commercial life insurance in force in 
the United States. 


Collective Bargaining and Re-employment of Veterans 


By Ropert P. BRECHT 


HE widespread alert to the post- 

war problem of reabsorbing liter- 
ally millions of men and women from 
the armed services into private and pub- 
lic enterprise attests to the general grav- 
ity with which this problem is viewed. 
Paced by governmental edict, both legal 
and moral, organized labor no less than 
the industrialist has taken positive steps 
to, ensure the absorption of this mass of 
humanity with a minimum loss of eco- 
nomic opportunity. 

The basic legal framework of this 
attempt to provide future protection is 
embodied in the Selective Training and 
Service Act of 1940, as amended to meet 
war conditions, and the Army Reserve 
and Retired Personnel Service Law. 
But the continuing interest of Govern- 
ment is apparent in the recent release 
of the report of the National Resources 
Planning Board to the Congress of the 
United States. In his letter of trans- 
mittal, President Roosevelt postulated 
the moral obligation of the Nation in 
his comment that “men in the armed 
forces and all those engaged in the war 
effort rightly expect us to be consid- 
ering their future welfare.” Again, the 
National Resources Planning Board it- 
self in Part I of its report re-emphasized 
the need for intelligent direction of the 
demobilizing process at the close of 
hostilities: 


The demobilization of the armed forces 
of the Nation must be as carefully planned 
as their recruitment. The Selective Service 
Act of 1940 directed that arrangements be 
made for the return to previous employ- 
ment of all men called for service with the 
armed forces of the Government. A Re- 
employment Division in the Selective Serv- 
ice System directs the work of re-employ- 
ment committees in various localities which 
co-operate in replacing all persons in the 


armed forces released from service. This 
Division is planning for the future demobi- 
lization of armed forces and also is study- 
ing potential employment demands in the 
postwar period, 


‘In this general appreciation of the 
importance of the problem, it is helpful 
and proper to examine and evaluate the 
contribution of every instrumentality 
interested in effecting a positive reso- 
lution of the difficulty. Prominent 
among these instrumentalities is or- 
ganized labor, which seeks to incor- 
porate in its agreements with employers, 
through the process of collective bar- 
gaining, provisions relating to military 
service. Its objectives for supporting 
such clauses are logically threefold: (1) 
to provide additional benefits beyond 
those of the law, (2) to make the gen- 
eral provisions of the law more specific 
and certain for the particular company, 
and (3) to implement their enforce- 
ment by incorporating the legal guaran- 
tees within the framework of collective 
bargaining, thereby adding its economic 
strength to available legal processes.* 

Labor’s ability to achieve these ob- 
jectives is conditioned by its relative 
bargaining strength when it renegotiates 
agreements, by the liberality of the em- 
ployer on the job rights of the returning 
soldier, and ultimately by economic con- 
ditions in the postwar world. 


STATUTORY Basis oF RE-EMPLOYMENT 
AND OTHER BENEFITS 


The legal basis of the re-employment 


guarantee and other benefits is provided 


94 


in the Selective Service Act of Septem- 
ber 1940, as amended in August 1941, 
and in the National Guard and Reserve 


1“Military-Service and War-Job Clauses in 
Union Agreements,” Monthly Labor Review, 
Vol. 55, No. 16 (Dec. 1942), p. 1147. 
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Corps Joint Resolution of August 1940. 
In summary form these statutes cover 
directly all permanent employees of the 
United States Government and of pri- 
vate industry, and through moral sua- 
sion and public pressure indirectly the 
employees of any state or its political 
subdivisions. 

These statutes stipulate that all era- 
ployees except those who leave “a tem- 
porary position” shall be restored to 
their former position or “to a position 
of like seniority, status and pay,” pro- 
vided (1) they have received a cer- 
tificate of satisfactory service in the 
armed forces, (2) they are still quali- 
fied to perform the duties of their 
former position, (3) they make appli- 
cation for re-employment within forty 
days after their discharge from the serv- 
ice, and (4) the employer’s circum- 
stances have not “so changed as to 
make it impossible or unreasonable” to 
take them back on the pay roll. 

The statutes provide further (1) that 
returned employees shall be considered 
as having been on furlough or leave of 
absence, entitled to such insurance and 
other benefits as employees on normal 
furloughs and leaves of absence receive 
under the established rules and prac- 
tices of the company; and (2) that the 
returned employee is protected against 
arbitrary discharge for one year after 
his return to the job. 


INADEQUACIES OF THE LAW 


The inadequacies of this broad pro- 
vision as a firm guarantee of the re- 
sumption of earnings on the job are 
pretty apparent. For instance, in ex- 
cluding the temporary employee, a large 
part of the returning manpower is denied 
legal job rights. Included in this group 
are new accessions in industry that were 
not employed long enough before in- 
duction to acquire seniority status or 
the classification of permanent em- 
ployees. In it, too, are great numbers 


who transferred from their regular em- 
ployment to new jobs shortly before 
entering the service. And finally, it 
includes many whose regular work re- 
quires frequent shifting from one em- 
ployer to another, as in the building 
trades, the maritime service, and the 
work of longshoremen. 

Again, the uncertain phrases “to a 
position of like seniority” and “without 
loss of seniority” leave the precise in- 
fluence of seniority indeterminate. It 
will make a substantial difference to the 
returning soldier whether his seniority 
has accrued during his military service 
or was frozen as of the time of his 
departure. If the war is of long dura- 
tion and his seniority is fixed as of the 
date of his induction, it is conceivable 
that the employee who replaced him 
may have acquired sufficient seniority 
to outrank him on the right to the job. 
The Selective Service System has taken 
the position that the seniority provision 
“was intended to conserve to employees 
any right or benefit based on seniority 
which would have accrued to them had 
they remained in their civilian positions 
during the period they are in military 
service.” ? 

A further inadequacy of the law lies 
in the proviso that the returned service- 
man must remain qualified to perform 
the duties of his former position. Un- 
certainties with respect to this provision 
concern the tests by which his qualifica- 
tions shall be determined, the incidence 
of final judgment of his qualifications, 
the allowance that should be made for 
skills partially lost through disuse that 
can, however, be recaptured, and physi- 
cal incapacity. Presumably the physi- 
cally handicapped veteran is excluded 
immediately from all legal job rights, 
for determination of whether he is still 
qualified to perform the duties of his 

2 Military-Service and War-Job Clauses in 


Union Agreements,” Monthly Labor Review, 
VoL 55, No. 16 (Dec. 1942), p. 1150. 
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former position must encompass his 
physical condition and possible handi- 
caps. 

The bluntly realistic limitation of the 
employer’s ability to carry on financially 
is unquestionably unavoidable, vet it 
imposes a real obstacle to effectuating 
the job guarantees of the law. Cer- 
tainly it would be senseless to demand 
that an employer put back on his pay 
roll all returned permanent employees, 
if to do so would seriously impair his 
operating position. Such action would 
be socially and economically indefen- 
sible. 

The sum and substance of these limi- 
tations is simply that the legal frame- 
work for postwar re-employment must 
be considered merely a basis of prefer- 
ence in selecting certain individuals or 
groups of individuals for assignment to 
available jobs, rather than an absolute 
guarantee of employment. 

This brief survey of the law is im- 
portant for proper interpretation of the 
military service provisions in union 
agreements. 


MILITARY SERVICE PROVISIONS IN 
UNION AGREEMENTS 


Enactment of the Selective Service 
Act was the general signal for the in- 
corporation of a military service pro- 
vision in union agreements negotiated 
at the time of, or subsequent to, passage 
of the act. For instance, as a guide to 
its locals in their negotiations with em- 
ployers, the National Convention of the 
Industrial Union of Marine and Ship- 
building Workers of America in Sep- 
tember 1940 recommended use of the 
following war clause: 


Seniority 


Any employe with one or more years’ 
service for the employer who enters any 
branch of the military service of the United 
States, or of any state, either for active 
duty or for training shall retain his sen- 


iority standing, and shall have the time 
spent by him in such service added to his 
length of service in the craft and classifica- 
tion within said craft in which he was em- 
ployed by the employer at the time of his 
entry into said military or naval service. 
Any such employe who, within sixty (60) 
days of his release or discharge from such 
military service, applies for re-employment, 
shall be rehired in accordance with the 
seniority provisions of this contract, in his 
old position, or, if physically incapable of 
performing that work, in some then existing 
position whose work he is physically ca- 
pable of perferming. During the employe’s 
absence in such military or naval service, 
the employer will maintain in effect his 
group insurance policy, and pay the full 
premium tkereon.® 


This clause is typical of the more 
liberal provisions of the prewar period. 
It served as the basis for negotiations 
with the eraployer. Promulgated by the 
national organization, it represented a 
statement of union policy and objective. 
Its features should be noted as includ- 
ing the following points: (1) definition 
of a permanent employee as one having 
“one or more years’ service for the em- 
ployer”; (2) coverage of both draftees 
and volunteers; (3) entrance into the 
service for either active duty or train- 
ing; * (4) accumulation of seniority 
status while in training or on active 
duty; (5) application for job reinstate- 
ment within sixty days; (6) provision 
for utilization of returned servicemen 
if physically handicapped; (7) mainte- 
nance of group insurance benefits by 
the employer during their service. 

The translation of these provisions 
into agreements through collective bar- 
gaining during the period that followed 
depended, as previously indicated, on 
the relative bargaining strength of the 

8 The Shipyard Worker, Official Newsorgan 
of the LU M.S.W.A., Vol. V, No. 12 (Sept. 20, 
1940), p. 5. 

“It will be recalled that the Selective Service 


Act as enacted in September 1940 stipulated a 
training period of no longer than 2 months. 
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local and on the attitude of the em- 
ployer. Actually, in some instances the 
union was forced to give ground; in 
others, its objective was achieved com- 
pletely. 

Typical of the provisions that limited 
negotiated benefits for the most part to 
the more restricted features of the Se- 
lective Service Act are those contained 
in the union agreement of a tannery: 


Any employee inducted into the land or 
naval forces of the United States under tke 
Selective Training and Service Act of 1940, 
or any employee who in time of war volun- 
teers for service in the armed forces of the 
United States, upon completion of such 
training and service provided :— 


(1) he has received a certificate of satis- 
factory completion of his period 
of training and service as provided 
in Section 8 of the act or an hon- 
orable discharge following volun- 
tary enlistment; 

(2) he is still qualified to perform the 
duties of his former position; 

(3) he makes application for re-employ- 
ment within forty (40) days after 
he is relieved from such training 
and service; 


shall be restored to his former position or 
a position of like seniority, status and pay, 
unless the EMPLOYER’S circumstances 
have so changed as to make it impossitle 
or unreasonable to do so. Any employsze 
so restored shall be considered as having 
been on leave of absence during such pe- 
riod of training and service and shall 3e 
so restored without loss of seniority. 


Much of the terminology of the act, 
it should be noted, is incorporated in 
the text of the agreement, and the un- 
certainties of meaning of those terms are 
left presumably to interpretation by ar- 
bitration as provided in the handling of 
grievances, until such time as the courts 
make definitive rulings. 

Between these extremes, the content 
of pre-Pearl Harbor agreements on mili- 
tary service varied considerably. It was 


not infrequently assumed that the maxi- 
mum absence oI the employee would be 
for the one-year training period estab- 
lished by the law; and under the rela- 
tively leisurely pace of arming for de- 
fense, it was as frequently believed that 
only a small number of employees would 
be affected. Hence provisions tended to 
lean on the liberal side. Instances are 
on record where continuance of pay in 
part or in toto was provided during “the 
period of required training.” In the 
agreements of this period, too, the work- 
er’s protection on re-employment was 
sometimes limited to draftees, on the 
apparent assumption that the volunteer 
had on his own volition severed his rela- 
tions with the employer. 

With the attack on Pearl Harbor and 
the declaration of war that followed, 
benefits and guarantees previously ac- 
cepted with little hesitation were sub- 
jected to closer scrutiny. This was par- 
ticularly true with respect to insurance 
benefits and separation allowances. ‘The 
very real possibility of becoming in- 
volved in indeterminate financial outlay 
stiffened the resistance of many employ- 
ers in dealing with unions. 

In the agreements negotiated since 
December 7, 1941, however, there is 
again no uniformity of provision. In- 
dicative of this variety, ranging from 
the legal minimum of the Service Acts 
to more liberal highs, are the following 
excerpts from contracts: 


Re-employment 
(A Steel Mill) 


Upon the completion of such service, 
such employee shall be restored to his for- 
mer position or to a position of like sen- 
iority status and pay without loss of accu- 
mulated seniority. Such employee shall 
make application for re-employment within 
forty (40) days after being releved from 
such service, and, if he has been inducted 
under the Selective Service Act of 1940, 
shall present to the Company at that time 
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the certificate referred to in Section 8 (A) 
of said Act; or, if he has not been inducted 
under said Act, then he shall present a cer- 
tificate of honorable discharge. 


(A Shipyard) 


Without waiving or limiting any present 
provisions of, or future amendments to 
Section 8 of the “Selective Training and 
_ Service Act of 1940” which may be more 
favorable, or grant additional rights or 
benefits to the employees than the follow- 
ing, the parties agree that any employee 
with one or more years’ service for the 
Corporation, who enters any branch of the 
armed forces of the United States, or of 
any State, either for active duty or for 
training, shall retdin his seniority standing, 
and shall have the time spent by him in 
such service added to his length of service 
in the craft or classification within such 
craft in the department in which he was 
employed by the Corporation at the time 
of his entry into said military service. Any 
such employee who, within sixty days of 
his release or discharge from such military 
service, applies for reinstatement, shall 
(subject to all such provisions of the then 
existing Agreement between the Corpora- 
tion and the Union as are not inconsistent 
with this paragraph), be rehired in ac- 
cordance with the seniority provisions of 
this Agreement, in his old position, or, if 
physically incapable of performing that 
work, in some other position the work of 
which he is physically capable of perform- 
ing. 


Separation pay 


Most agreements make no provision 
for separation pay, the restraining fac- 
tor undoubtedly being the indeterminate 
financial burden the employer would 
have to assume. ‘Typical of the rela- 
tively few agreements that do include 
such provisions are the following clauses: 


(A Shipyard) 


The Company further agrees to pay any 
employee entering the Military Service of 
the United States Government who has had 
one or more years of continuous service 


with the Company, upon entering into the 
Military Service, an amount equal to the 
difference between one month’s earnings 
with the. Company and the amount he re- 
ceives per month from the Government. 
The one month’s earnings with the Com- 
pany is defined as the average amount he 
earned during the last three months of his 
employment. 


(A Steel Mill) 


Any employee with one year’s continuous 
service, who shall, during the life of this 
Agreement or any extension thereof be in- 
ducted into the Military or Naval Forces 
of the United States, shall be paid by the 
Company his regular earnings for one (1) 
month when last in the employ of the 
Company. 


(A Metal Products Manufacturer) 


Any employee of more than 6 weeks 
employment with the employer who is 
called or voluntarily enlists into the service 
of the armed or similar forces of the United 
States Government shall be given a fur- 
lough by the employer. Seniority of such 
employee shall continue to accrue during 
the time of service to the Government. If 
such employee shall have been on the em- 
ployer’s pay roll for a period of 6 months 
but less than 1 year, the employer shall 
grant such furloughed employee the equiva- 
lent of 1 week’s standard pay at the time 
the furlough becomes effective. If the 
employee shall have been on the employer’s 
pay roll for a period of one year but less 
than one and one-half years, the employer 
shall grant such furloughed employee the 
equivalent of two weeks’ standard pay at 
the time the furlough becomes effective. If 
the employee shall have been on the em- 
ployer’s pay roll for a period in excess of 
one and one-half years, the employer shall 
grant such furloughed employee the equiva- 
lent of 4 weeks’ standard pay at the time 
the furlough becomes effective. The stand- 
ard week herein referred to shall consist of 
five eight-hour days. Any accrued vacation 
pay shall be shared in by the furloughed 
employee cn a pro-rata basis. 


These clauses represent payment of a 
lump sum in any of three ways: (1) 
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graduated according to length of service, 
(2) related to the individual’s pay in the 
service, or (3) dependent on his pest 
earnings with the company. In addi- 
tion, it should be noted, some contracts 
provide for the granting of vacation pay 
to those who on departure have rot 
received their vacations during the year. 
Of this same order is the following 
clause from the union agreement pres- 
ently operative in a group of distilleries: 


At the time an emplovee enters service 
under the Selective Traming and Service 
Act of 1940, the Employer will pay such 
employee one week’s salary or forty hours’ 
pay, together with such amount as he would 
be entitled to for vacation pay up to that 
time. 


In some few agreements provision is 
made for the payment for a limited 
period of time of an amount equal to 
the difference between the individual’s 
regular pay and his pay in the service. 


insurance benefits 


Substantial changes have been made 
in the provision of insurance benefits in 
agreements since December 1941. In 
pre-Pearl Harbor contracts it was rather 
common practice for companies to agree 
to extend their group life insurance 
policies to men inducted for the training 
period. Following the outbreak of war, 
- however, life insurance companies have 
either canceled their group insurance 
policies or charged such prohibitive 
rates for employees in the service as to 
make their inclusion impossible. There 
seems to be some pressure to induce 
companies to pay all or part of the in- 
surance premium for the low-cost in- 
surance that is available to men in the 
service under the National Service Life 
Insurance Act of 1940, but it is not yet 
a widespread provision. 


(Group of Distilleries) 


Under the Group Life Insurance Policy 
an employee entering Military Service as 


above defined cannot continue his insurance 
under that Policy; however, an employee 
who has had such protection under the 
Group Life Insurance Policy may within 
one hundred twenty (120) days after in- 
duction into Military Service take out Na- 
tional Service Life Insurance and the Em- 
ployer will reimburse him for the premium 
on $1,000 of such insurance upon proper 
notification from his superior that he has 
acquired such insurance. 


(A Shipyard) 

During the period of an employee’s serv- 
ice for “Temporary Military Training” and 
for sixty days thereafter (but not to ex- 
ceed fourteen months in all), the Corpora- 
tion will carry at its expense the Employ- 
ee’s “Group Life Insurance.” 


PROVISION FOR DEPENDENTS OF WORK- 
ERS KILLED OR DISABLED 


Few agreements other than those in 
the newspaper industry provide any 
protection of the dependents of em- 
ployees who are killed in the service or 
disabled. In this industry particularly, 
dismissal-compensation clauses have 
been included in agreements for some 
time; and in the case of employees who 
have died in the service of the company, 
the provision to turn over to their heirs 
the separation allowance to which they 
would have been entitled has been 
rather generally adopted. It is but a 
step to extend this principle to cover 
death during military service. In many 
cases this extension is made by inter- 
pretation of the normal civilian provi- 
sion. In others the specific condition is 
written into the agreement. 


In the event such employee dies while in 
such service [Le., the employee who leaves 
the employment of the publisher, volun- 
tarily or by induction, for any kind of mili- 
tary service for the United States, State, 
Territory, or Federal District] the amount 
of dismissal pay shall be paid to his bene- 
ficiary, previously designated in writing by 
the employee, upon receipt by the publisher 
of proof of his death. 
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Work on War Jozs 


The more spectacular contribution of 
military service to the progress of the 
war is apt to obscure the no less impor- 
tant role, from the point of view of 
successfully concluding the war, played 
by workers in war jobs. The tremen- 
dous demands for manpower in war 
work require the transfer of men and 
women from normal pursuits to points 
of work need. Usually when a work- 
man leaves one employer for another he 
terminates his relations with the first 
completely and forfeits all seniority 
tights he may have accumulated with 
him. Therefore he is likely to shift 
from one job to another rather reluc- 
tantly. As an inducement to transfer 
to war work in a time of national emer- 
gency, and as a matter of fair treatment 
should he voluntarily or on order move 
to areas of need, it is proper that the 
seniority status of a worker in his nor- 
mal job, to which he expects to return 
ultimately, be protected. Few agree- 
ments, however, contain provisions to 
meet this problem. 

In September 1941 a six-point agree- 
ment was made among the United 
Automobile Workers of America, the 
automobile producers, and the Office of 
Production Management. This pro- 
gram provided for the transfer of work- 
ers from nondefense to defense work 
without loss of seniority. Under its 
terms the worker on civilian production 
could leave his employer to accept war 
employment and yet retain seniority 
with his original employer until recalled 
by him for war work. The War Pro- 
duction Board, successor to the Office 
of Production Management, required 
farm implement manufacturers and the 
rubber industry to follow the same six- 
point agreement. 

Explanation of the relatively small 
number of agreements that protect the 
employee’s seniority when he takes a 
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war job is found undoubtedly in the 
employer’s unwillingness to build up a 
labor force and at the same time create 
an inducement among this group to shift 
to other employers on war work. It 
should be noted in both of the follow- 
ing instances that the provision is di- 
rected toward a compulsory or conscrip- 
tive shift in work——“commandeered” in 
one case, and “conscripted” in the other. 
These are not, then, clauses that are 
invoked to protect a worker who is 
hunting for higher rates or merely has a 
“ven” to move elsewhere. 


(Carpet Manufacturer) 


Any employee who is called into active 
service in the armed forces of the United 
States .. . or who is commandeered for 
work by the government shall be given a 
leave of absence ... and accumulate sen- 
iority rights during such period of service. 

Upon termination . . . and provided he 
has been honorably discharged, such an 
employee who is fully able to do available 
work in line with his seniority will be re- 
employed at the then current rate of pay 
for such work. Application for re-employ- 
ment under these terms must be made 
within forty days from date of discharge.’ 


(Hosiery Manufacturer) 


Should any employee covered by this 
agreement enter or be conscripted for mili- 
tary service, or conscripted for service con- 
nected with the National Defense of the 
United States, such employee shall be ` 
deemed in leave of absence for the duration 
of such service, with full seniority rights 
preserved and continuing throughout the 
entire period of such service and upon re- 
turn from such service such employee shall 
immediately be reinstated, if in no way 
physically incapacitated.® 


TEMPORARY WORK STATUS 
By implication, an employee who 
works on a job to which a returned 
soldier may lay claim is evidently em- 
5 National Industrial Conference Board, 


Studies in Personnel Policy, No. 44, p. 19. 
6 Ibid., p. 19, 
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ployed on a temporary basis, at least 
in the sense of impermanence. This 
condition in a prolonged war may lead 
to ultimate snarls in the determination 
of job and seniority rights among em- 
ployees. In some agreements, there- 
fore, clauses are included to make 
' unmistakable the limited right of em- 
ployees to jobs on which they in effect 
substitute, as in that of a sugar refining 
company: 


Employees who, during the term of this 
Agreement, enter service in the armed 
forces of the United States, or who ere 
drafted by the United States Government 
under the Selective Service law, during any 
period when the United States is engaged 
in war shall retain their seniority standmg 
on the Companies’ seniority list; and any 
assignments to the work formerly done by 
employees entering such service shall be 
deemed temporary and subject to the rights 
of said employees- which may be exercised 
within two (2) months after honorable cis- 
charge from service. 


The protection of the seniority rights 
of employees who take over the work 
of volunteers or draftees on a tem- 
porary basis is aimed at in the following 
provision: 


(Manufacturer of Metal Parts) 

Vacancies caused by an employee’s leav- 
ing for military service shall be listed as 
temporary jobs, and employees transferred 
to fill such vacancies shall retain their sen- 
iority in their old jobs, plus time worked 
on the temporary job until it is definitely 
established that the original employees will 
not return. 


SIGNIFICANCE OF LABOR’s PROGRAM. 


Any appraisal of the contribution of 
organized labor to the future protection 
of men and women returning to their 
normal occupational pursuits from the 
armed forces and war work must recog- 
nize the controlling influence of eco- 
nomic circumstance and job opportunity 
at the time of demobilization. It will 
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be of small consequence to know that 
the intent to protect was good and 
strong, if when the day of readjustment 
arrives “the employer’s circumstances 
have so changed as to make it impos- 
sible or unreasonable” for him to re- 
absorb his old employees. The real 
test of the contribution of organized 
labor through collective bargaining will 
be its actual achievement in protecting 
returned soldiers and workers during the 
stress of postwar adjustments. This 
test obviously must wait upon time. 
The same common denominator limi- 
tation of course is applicable to the ef- 
forts and program of all groups inter- 
ested in the problem, and is not unique 
to the union. The significance of this 
observation is simply (1) that it is un- 
reasonable to expect any more success 
from the attempts of organized labor 
than from those of other groups, and 
(2) that no absolute certainty of success 
is associated with the work of any group. 
This conclusion is not meant as a deter- 
rent to the introduction of protective 
measures, but is offered in the interest 
of sound perspective in the comparative 
review of the programs of different 
groups. The mere promise of greater 
and more elaborate protective measures 
should not of itself lead to the conclu- 
sion that such program is inherently 
better or destined to greater results. 
Meanwhile, the appraisal of organ- 
ized labor’s program must deal in poten- 
tialities, with the factors and forces in- 
herent in the nature of unions and in 
their method of operation, that seem- 
ingly promise success or suggest failure. 
The lack of uniformity in protective 
features among union agreements sug- 
gests a difficulty that is resident in the 
process of collective bargaining. This 
process implies a balance of opposing 
strengths, a moving equilibrium of eco- 
nomic forces, opposition and tactical 
yielding, a give-and-take in achieve- 
ment. It may be expected that, since 
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collective bargaining is something of a 
study in opposites, the highest measure 
of protective features over the widest 
area will not be achieved through its 
use. Stated another way, if all em- 
ployers were “enlightened,” it is prob- 
able that protective features for the 
returned soldier would be beyond legal 
minima over the widest possible area. 
Born of a process of conflict, the pro- 
tective program of organized labor will 
undoubtedly be less complete and elab- 
orate than that of the employer quick- 
ened to his social responsibilities. What 
it lacks, however, in benefits and cover- 
age is likely to be offset by its numerical 
extensiveness, for realistically, employ- 
ers who can be honestly tabbed “en- 
lightened” are none too numerous. As 
a means, then, at least of keeping certain 
employers alive to legal requirements, 
and at best of slowly advancing pro- 
tective features beyond the bare legal 
minimum, the provisions of organized 
labor in its agreements with employers 
play an important and vital part in the 
total program of postwar readjustment. 

Moreover, because of its concern for 
the individual and his adjustment on 
the job, organized labor in its contracts 
invariably insists upon formal machin- 
ery for airing grievances. ‘These chan- 
nels afford ‘opportunity for the enforce- 
ment of legal and bargained protective 
provisions over a maximum area. As a 
means, then, of implementing projected 
postwar readjustment plans at the pin 
point of the individual, organized labor 
through its agreements may be expected 
to be of great service. 


TECHNICAL PROBLEMS INVOLVED 


Use of the agreement as a basis of 
providing and implementing postwar em- 
ployment readjustments poses two tech- 
nical problems that are in large meas- 
ure legal and must wait upon formal 
court action for final resolution. In the 
degree, however, to which they can be 
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resolved through appropriate clauses in 
future contracts, organized labor through 
collective bargaining must act to meet 
them. To delay because they are not 
acute problems of the moment merely 
invites misunderstanding and chaos at 
a time when energies should be concen- 
trated on a positive attack upon read- 
justment problems. 

What effect has the modification of 
an agreement on the job rights of re- 
turned servicemen and workers? Con- 
ceivably a series of agreements may be 
negotiated during the war period, each 
of which represents an advance in bene- 
fits. Which provision is applicable to 
the employee returned from military 
service? Are his rights determined by 
the agreement operative at the time of 
his induction into service, or by the 
agreement effective upon his return to 
industry? The object of the Selective 
Service Act as a whole would seem to 
militate against the adoption of provi- 
sions by employees remaining with the 
employer that would decrease the rights 
of those in the service.’ 

A second problem is concerned with 
termination or lapse of the agreement 
while the employee is serving in the 
armed forces with respect particularly 
to benefits and rights beyond those pre- 
scribed by law. Usually, termination or 
lapse of an agreement relieves the em- 
ployer of all future obligations. With 
respect, however, to military service 
provisions, it may be assumed that the 
rights of employees in the service at the 
time of lapse or termination will not be 
affected.® 

The area of reasonable doubt on both 
of these points can be removed largely 
by incorporation of appropriate clauses 
into agreements. Most current agree- 
ments, however, seemingly ignore the 
issue. 

The effort of organized labor to pro- 

T Monthly Labor Review, op. cit., p. 1149. 

8 Ibid., p. 1149, 
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vide and to implement protective job 
rights and benefits for workers in the 
armed services is laudable. At many 
points, it is the agency by which better 
than legal minimum benefits are secured 
where employers are in a position to 
grant them but are not of themselves 
willing to take the initiative in doing so. 
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The crop of 1943 agreements on which 
negotiations have already started or will 
shortly begin will show whether organ- 
ized labor is acutely aware of its oppor- 
tunities and responsibilities, continues 
to press for clearer definition and 
stronger protection, or is content with 
the gains so far achieved. 
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Re-employment of Ex-servicemen in Public Positions 


By CHARLES L. JAMISON 


JOB may not be property, but a 

man who has established himself 
in a position in which he has gained 
experience and proficiency and has ad- 
vanced on the salary scale above the 
beginners’ rate has good reason for 
wanting to retain his status. When he 
enters the armed services, whether as a 
volunteer or a selectee, he has a right 
to expect that when he is dismissed from 
the service he can start again where he 
left off. This is particularly true of a 
man in public employment who has 
gained status through civil service. 
During the interval that his employ- 
ment has been interrupted he might have 
advanced still further in his civil service 
classification, but how far he would 
have advanced cannot be known. Un- 
doubtedly he will have lost some oppor- 
tunity. Nevertheless, when he is dis- 
charged from the service it is little 
enough for him to ask that he be al- 
lowed to take up his work where he laid 
it down. What progress he may have 
lost is but part of the sacrifice he is 
asked to make in the service of his coun- 
try, and a small part of it, at that. He 
risks life, limb, and health. He suffers 
hardship which may not be adequately 
compensated by the thrill of adventure 
and the satisfaction of serving his coun- 
try in a time of great peril. 

An employer should recognize these 
things and should voluntarily keep the 
employee’s place open for him. But the 
work at home must still be done, and 
someone must be found to do it. The 
new incumbent, who in turn has gained 
skill and experience, will, after a time, 
feel that he too has a vested interest in 
the job. To give it up when the vet- 
eran returns will work a hardship on 
him. The employer must decide which 
person to protect. The scales of justice 


tip toward protecting the man who gave 
his service to his country. 


THe SELECTIVE SERVICE Law 


The Selective Training and Service 
Act of 1940 relieves the employer of the 
embarrassment of making the decision. 
Under the law every ex-serviceman who 
receives a certificate that he has satis- 
factorily completed his period of train- 
ing and service must be restored to his 
position or a position of like seniority, 
status, and pay, provided he “is still 
qualified to perform such position,” and 
‘makes application for re-employment 
within forty days after he is relieved 
from such training and service.” + 

This requirement is imposed on all 
departments of the United States Gov- 
ernment. It also is recommended as 
the proper procedure for persons in the 
employ of any state or political sub- 
division thereof. Congress, it appears, 
has not attempted to legislate for the 
state civil service. The act reads: “It 
is hereby declared to be the sense of 
Congress that such persons should be 
restored to such position or position of 
like seniority, status and pay.” ? 


STATE REINSTATEMENT Laws 


A number of state legislatures which 
met in 1941 enacted laws granting 
leaves of absence to state employees 
who enter the armed services. Other 
legislatures which met in 1942 enacted 
similar laws. Some of the laws specifi- 
cally stipulate that persons employed in 
place of the absentees shall be desig- 
nated as substitute appointments.* 


1 Sec. 8, Selective Training and Service Act 
of 1940, as amended. 

2 Ibid., sec. 8, subsec. b. C. 

8 Laws of New York, 1942, chap. 725; Laws 
of Iowa, 1941, chap. 73; Laws of Delaware, 
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RE-EMPLOYMENT OF EX-SERVICEMEN IN PUBLIC POSITIONS 


The Hawaii law states bluntly that 
persons appointed to take the place of 
returned veterans who apply for rein- 
statement “shall be dismissed.” 4 

Generally an employee upon being 
honorably discharged from military or 
naval service must make written appli- 
cation to be reinstated within a speci- 
fied time limit. The Utah law follows 
the Federal limitation of forty days.” 
Massachusetts allows one year within 
which to file application for reinstate- 
ment. The Massachusetts law is sDe- 
cific in providing that the applicant 
must file “the certificate of a registered 
physician that he is not disabled or 
incapacitated for performing the duties 
of the office or position previously held 
by him.”* The New Jersey law con- 
tains the generous provision that if the 
veteran is “incapacitated by wound or 
sickness at the time of his discharge his 
leave shall be extended until his re- 
covery or until two years from the date 
of his discharge, whichever shall first 
occur.” $ State employers cannot avoid 
their responsibility by reinstating an 
employee and shortly thereafter dis- 
missing him. The Utah law allows such 
dismissal, however, after the expiration 
of one year. It doubtless is under- 
stood in all cases that an employee may 
be discharged at any time for cause. 

Many states have veteran preference 
laws which probably give a veteran as 
much protection as it is practical to 
give him. He is favored over other 
applicants, not for the specific position 
he had when he entered the armed serv- 
ices, but for some public position which 


1941, chap. 84; Laws of Louisiana, 1942, 
Act. No. 33. 

4 Session Laws of Hawaii, 1941, sec. 98 A-1. 

5 Laws of Utah, 1941, chap. 105. 

6 Laws of Massachusetts, 1941, chap. 708, 
sec. 2. 

7 Ibid. 

8 Laws of New Jersey, 1941, chap. 119. 

? Laws of Utah, 1641, chap. 105. 
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may be open at the time of his 
application. 


CHANGING ASPECTS OF REINSTATEMENT 


The motivation behind the legal re- 
quirement that veterans be restored to 
the same position or to one equally de- 
sirable is understandable. The Federal 
law was enacted while the Nation still 
was at peace, by an administration 
pledged to avert war. The army then 
contemplated was to be a protective 
army, the urgent need for which had 
not yet been recognized by the average 
citizen. It was expedient to limit as far 
as possible the sacrifice of men called 
up for training. Therefore, the trainees 
were assured that they would not be 
displaced in their peacetime pursuits. 
The point of view then taken was that 
they would be returned within a year. 
In this short period they would have 
lost little of their skill, the routines of 
their jobs would have changed but lit- 
tle, the shifts in their duties to other 
workers would admittedly have been 
temporary. 

Now that the Nation is in conflict 
with strong and stubborn enemies in 
a war that may extend over a period 
of years, the wisdom of guaranteeing 
to returning veterans the same positions 


‘or positions of like seniority, status, and 


pay may be doubted. There are two 
reasons why such a guarantee will be 
hard to fulfill. One reason is that the 
organization of many departments in 
the public service is being materially 
altered with changing conditions. Work 
that was essential in prewar administra- 
tion of public offices may be so changed 
in postwar administration as to have 
little semblance to the duties of prewar 
civil employees. What those changes 
eventually will be cannot now even re- 
motely be forecast. Therefore, veterans 
returning in the somewhat uncertain 
future may be overwhelmed by the 
changes that have taken place. 
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The second reason for the impractica- 
bility of guaranteeing the same positions 
is the probable change in the veteran’s 
capacity to do even what he was re- 
quired to do before he entered the 
armed services. The length of time 
which may have elapsed, plus the rigors 
of military training and the tension and 
excitement of active campaigns, is likely 
to breed impatience and discontent in 
the minds of veterans when they are re- 
quired to settle down to the monotony 
of the average civil occupation. Men 
returning from the war will have been 
trained in many skills vastly different 
from those required of them in civil life. 
Their service to the Nation doubtless 
will be more valuable in postwar re- 
construction if their energies are di- 
rected into entirely different channels. 

Returning veterans, of course, will be 
free agents to choose for themselves 
what occupations they wish to pursue. 
If public service is distasteful, they will 
probably shun it. Still, returning vet- 
erans must be given employment rea- 
sonably soon after their discharge from 
the armed forces. In their bewilder- 
ment many veterans, like homing pi- 
geons, will go back to the spot they left. 
The law requires that they be given 
their old positions again. They have 
assurance that this is their right, and 
many of them will insist upon it. Their 
ineptitude and disillusionment will prove 
a headache for many a personnel 
director. 

One factor which may make the prob- 
lem less acute is the probable length 
of the absence of former civil employees 
and the change in their perspective. 
The longer the period of war service 
and the more complete their training in 
other skills, the fewer the veterans who 
will ask to be reinstated in their former 
civil service positions. They will come 
home to a new world with new oppor- 
tunities. Men with initiative and re- 
sourcefulness will probably want to 
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start liie anew. How many will follow 
this course will depend upon the pro- 
gram formulated by the American peo- 
ple to facilitate the launching of vet- 
erans in new careers of usefulness. 


FITNESS FOR POSTWAR POSITIONS 


It is true that the Federal law stipu- 
lates that the applicant must be “still 
qualified to perform such position.” 
The test of his qualification may be an 
examination to be taken before he is 
reinstated. Failure to pass the exam- 
ination would disqualify him. A long 
absence would unfit many applicants to 
pass the examination without a re- 
fresher course. Such a course, even if 
it aided the examinee to pass, would 
hardly prove his tractability and adapta- 
bility. to routine desk work after the 
rough life of a soldier or sailor. Once 
having been admitted to the civil serv- 
ice, he may not be discharged “without 
cause within one year after such restora- 
tion.” 1° Proof of cause is not always 
easy, and many a personnel director is 
impelled to counsel the toleration of 
troublesome and unsatisfactory employ- 
ees rather than face a controversy over 
the justice of the cause for dismissal. 

The net result will probably be a 
weakening of the esprit de corps of the 
public service. In any case, the ef- 
ficiency of the service will suffer at a 
time when the urge to pay the war debt 
will create public demand for extreme 
economy in the operation of government. 
These are things that were not foreseen, 
and could not have been foreseen, when 
the reinstatement law was enacted. 

The provisions of the Federal act have 
set a pattern for state laws. Already 
at least fourteen states | have enacted 

10Sec. 3(c) of the Joint Resolution to 
strengthen the common defense. 

11 Delaware, 1941, chap. 84; Hawaii, 1941, 
pp. 7-8; Ilinois, 1941, v. 1, pp. 401-2; Indi- 
ana, 1941, chap. 97 (school teachers); Iowa, 
1941, chap. 73; Kansas, 1941, chap. 355; 
Louisiana, 1942, No. 33; Massachusetts, 1941, 
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such laws, all of which provide sub- 
stantially that employees of the state, 
municipalities, or other subdivisicns 
shall have their positions protected 
while they are in the armed services. 
In some cases the laws provide for the 
granting of leaves of absence; in some 
cases the vacancies created by the ab- 
sence of the employees shall be regarded 
as temporary. In all cases the positions 
are to be available to employees when 
they have been honorably discharged. 

Departments of the Federal Govern- 
ment and such states as have enacted 
laws for the restoration of former pcsi- 
tions to men and women in the armed 
services must abide by the laws, regard- 
less of the confusion it may make. Per- 
sonnel officers in states where laws have 
not yet been enacted to conform to the 
Federal statute should carefully consider 
the preferability of veteran preference 
legislation. In addition to giving ade- 
quate protection to former employees, 
such a plan for restoring them to a place 
in the public service is much more 
workable and much fairer to the po- 
litical body offering the employment. 
Had the probable duration of the leaves 
of absence been foreseen when the 
Federal law and some of the state laws 
were enacted, it is probable that vet- 
eran preference would have been sub- 
stituted for the mandatory provisions of 
reinstatement. 

The fact is that work in the public 
service must be done as efficiently as 
human skill can do it. Gratitude to- 
ward men who left their positions to 
fight for their country should run deep, 
but responsibility for carrying on the 
public service with the highest possible 
efficiency is also a matter of first impor- 
tance. If a fair substitute can be found 


chap. 708; Mississippi, 1942, chap. 187; New 
Jersey, 1941, chap. 119; New York, 1942, 
chaps. 724, 725, 726; South Carolina, 1941, 
No. 225; Texas, 1941, pp. 1469-70; Uvzah, 
1941, chap. 105. 
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for the mandatory reinstatement of vet- 
erans after a long absence from their 
prewar positions, it would be well to 
find it. 


VETERAN PREFERENCE Laws 


The type of veteran preference law 
that antedates the present war gives 
marked preference in public employ- 
ment to any veteran, regardless of 
whether he had previously been in pub- 
lic employment or not. The problem 
under discussion might be solved by 
giving former public employees prefer- 
ence over all other veterans in civil 
service eligibility. There would be little 
or no relationship between the positions 
offered to them when they reapply and 
the ones they had before entering the 
armed services. Nevertheless, the obli- 
gation of governmental bodies would be 
largely fulfilled and the welfare of 
former employees would be protected. 
Personnel records which show an em- 
ployee’s status as to seniority, pension, 
and insurance benefits probably would 
have to follow the employee into his new 
position. The records could be brought 
up to date to show the period of his 
service in the armed forces. This would 
restore each employee’s status without 
loss of seniority or other benefits, as re- 
quired under the Federal act.*? 

Veteran preference laws were the out- 
growth of G. A. R. pressure following 
the Civil War. Ohio enacted such a law 
in 1875, New York in 1884, and other 
states followed their example. At the 
outbreak of the Spanish-American War 
thirteen states offered preference to 
Civil War veterans.*® After the Spanish- 
American War four other states enacted 
similar laws.14 The depression of the 

12 Selective Training and Service Act of 
1940, Sec. 8 c. 

18 Ohio, New York, Kansas, Pennsylvania, 
North Dakota, South Dakota, Wyoming, Cali- 
fornia, Washington, Ilinois, Massachusetts, 
Michigan, and New Jersey. 

14 Minnesota, Colorado, Iowa, and Oregon. 
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1930’s stimulated a number of addi- 
tional states to pass laws to cover World 
War veterans and veterans of preceding 
wars. The states that already had vet- 
eran preference laws amended them to 
include World War veterans. 

On the Federal statute books an act 
of 1865 offered veteran preference to 
men honorably discharged from military 
or naval service by reason of disability 
resulting from wounds or sickness in- 
curred in the line of duty, provided the 
veterans were found to possess the nec- 
essary business capacity. In 1919 the 
act was amended to include all veterans, 
whether disabled or not” Later a 
clause was added to include “wives of 
injured soldiers, sailors, and marines, 
who themselves are not qualified but 
whose wives are qualified to hold such 
positions.” 1° 


TYPES oF PREFERENCE 


The various preferences granted vet- 
erans include, among other things, 
waiver of minimum education and ex- 
perience requirements. In some juris- 
dictions a credit for military experience 
is accepted as a substitute for experience 
required of other candidates. Physical 
requirements also are waived unless such 
disabilities interfere with carrying on 
the work, as for example, candidates 
for positions in the police or fire depart- 
ments, where the age limit too must be 
observed. 

Preference in civil service examina- 
tions in the Federal Government and in 
merit-system states is effected by giving 
veterans a five- or ten-point preference. 
That is to say, if the passing grade is 70 
per cent and the preference is five points, 
a veteran who had a grade of 65 would 
be eligible.” A disabled veteran may be 
given a higher preference in the grading 
of examinations than one who is not dis- 


1840 U. S. Stat. at Large, (1919)-1293. 
164) U. S. Stat. at Large, (1919)~37. 
17 Rules of Federal Civil Service (1888). 
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abled. Still another form of preference 
is protection against layoff or discharge 
in the event of reductions in the force.* 

Former civil employees relying for 
reinstatement in public employment 
upon the preferences offered veterans in 
civil service examinations would have 
to meet the competition of many others 
who would have the same preference. 
However, where experience is a factor, 
former employees should show to ad- 
vantage in the examinations. 

Viewed strictly from the veterans’ 
personal interest, it would be preferable 
to have positions secured for them 
through reinstatement protection rather 
than through veteran preference in civil 
service eligibility lists. From the point 
of view of employers, however, the lat- 
ter plan has many advantages. 


PROBLEM OF THE TEMPORARY 
EMPLOYEE 


In an effort to protect the right of 
former employees to their positions, the 
rights of substitutes apparently are dis- 
regarded. In a way, this is not so un- 
fair as it seems. The absentee is fight- 
ing for his country, while the substitute 
has a comfortable time at home. Never- 
theless. persons who are unfit for mili- 
tary service because of age, sex, or 
physical disability have their own ca- 
reers to look after. They will seek em- 
ployment which offers the greatest se- 
curity. When the choice lies between 
an admittedly temporary government 
position and a permanent position else- 
where, they will take the more secure 
position. 

The result is adverse selection of em- 
ployees for public positions. Better 
qualified employees are not attracted 
to the temporary places. It would be 
manifestly unfair to lead applicants to 
believe that the appointments are per- 
manent. Indeed, the United States 


‘ Civil Service Commission is careful to 


1837 U, S. Stat. at Large, (1912)-413. 
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specify in examination circulars that 
“appointments will be known as War 
Service appointments. Such appoin+- 
ments generally will be for the dura- 
tion of the war and in no case will ex- 
tend more than six months beyond tke 
end of the war.” 

The hazard of uncertain tenure may 
be met by offering higher salary or 
wages than the market rate. Some em- 
ployers believe that the civil service does 
create price competition, especially for 
clerical workers. There is no evidence, 
however, that this is done intention- 
ally. In fact, public personnel officers 
believe that they are at a disadvantage 
in competitition with war industries. 
Doubtless patriotic impulse attracts a 
large number of persons into Federal 
employment. These applicants feel that 
they are doing their bit to help win 
the war. To such persons the tempo- 
rary nature of the employment does 
not lessen their interest in it. 

From the angle of efficiency, the tem- 
porary nature of the employment and 
the resultant indifference of some of the 
employees cannot but be demoralizing. 
Moreover, the inexperience of substitute 
employees, as well as the admitted low 
competence of some of them, would in 
itself be a drag on efficient performance. 


DISRUPTION FROM REINSTATEMENT 


The degree to which work in govern- 
ment departments will be disrupted 
when the veterans return will depend 
on two things: first, the number'of em- 
ployees who left for the armed services 
and the number of that group who elect 
to return, and, second, the spacing of 
their applications for reinstatement. 
War activity has enormously increased 
the number of employees in Federal 
civil service. Many of the departments 
created for the emergency will be dis- 
continued when the war is ended, and 
the list of employees will shrink as rap- 
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idly as it has expanded. For example, 
in December 1940 the civil service list 
of government employees totaled 1,- 
119,641.7* In September 1942 the civil 
service numbered 2,549,474.7° Depart- 
ments which were created for the emer- 
gency only cannot take back any of 
their employees who may have entered 
the service, because the departments no 
longer will be in existence. How the 
provisions of the law can be reconciled 
with this situation is at best very vague. 

It is simpler to consider the effect 
of reinstatement of veterans in a stable 
department like the Department of the 
Interior. The number of employees in 
this department in peacetime and in 
wartime ranges between 42,000 and 43,- 
000. Between June 1941 and December 
1942, the Department lost 1,852 men to 
the armed services. This is about 4 
per cent of the total. To have four men 
out of every hundred present themselves 
for re-employment, even if they all 
came on the same day, would not 
greatly disrupt the service. This prob- 
ably is not far from normal turnover 
or the percentage of incumbents ordi- 
narily absent at any one time on vaca- 
tion or sick leave. Such a small number 
of men could be absorbed without caus- 
ing a great amount of confusion. Of 
course, the Department of the Interior 
may not be a typical example, but it 
probably is. 


FrnanciaL Cost or Potricy 
OF RE-EMPLOYMENT 


The financial cost of the policy de- 
clared in the various Federal and state 
re-employment laws cannot be totaled 
in the absence of knowledge of essential 


18 Statistical Abstract of the United States, 
1941, p. 166. 

20 Monthly Report of Employment, Execu- 
tive Branch of the Federal Government, U. S. 
Civil Service Commission, Sept. 1942. 

21 Personal Bulletin, U. S. Department of 
Interior, June 1941, et seq. 
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facts. The elements of the cost will 
consist of: (1) the cost of locating, se- 
lecting, and hiring substitute employ- 
ees; (2) the cost of retraining former 
employees when they are again taken 
into the public service; (3) the prob- 
able cost of taking some of them on 
the payroll when there is no position 
available in which their services can be 
profitably used, because of changed 
conditions. Were the foregoing costs 
known, it would still be impossible to 
arrive at a total cost in the absence of 
statistics of the number of people 
involved. 

The usual practice has been to take 
on faith new employees hired to replace 
those who have entered the armed serv- 
ices, after the civil service has at- 
tempted to select them on some basis 
of merit. Formal training is not widely 
used. The new employee learns by 
trial and error. The slowing-up of 
work, the mistakes made, the incon- 
venience caused to fellow workers, all 
are costly, but how costly, defies 
measurement. 

In spots where formal training is of- 
fered, costs generally are not known. 


` 
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Few efforts have been made by organiza- 
tions to establish the cost of employee 
training. While it might be possible to 
estimate with reasonable accuracy the ex- 
pense involved in a highly centralized pro- 
gram, no figures are available generally. 
Company training budgets in indicating the 
cash outlay do not reflect the actual cost, 
for the time away from productive work 
by employees and supervisors must be 
taken into account. Decentralized opera- 
tions permit practically no measure of their 
cost.?? 


In conclusion, it may be said that a 
grateful people should do everything 
possible to restore returning veterans to 
a place in the economic system where 
their lost time will cause the minimum 
of sacrifice. Nevertheless, re-employ- 
ment laws, while enacted with good in- 
tentions, will create awkward situations. 
It is too late now to amend the laws. 
Employment officers must be content to 
comply as strictly as possible, and hope 
to muddle through in one way or 
another. 

22 Training White Collar Employees (Na- 


tional Industrial Conference Board Reports, 
May 1941), p. 56. 
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Re-education of the Returned Soldier and Sailor 


By Morse A. CARTWRIGHT 


F THE estimates of a long and bitter 

war now current in Washington are 
correct, the undeniable demands for 
manpower and womanpower for the 
purposes of the war’s machinery will be 
increased to figures which relatively are 
far greater than those involved in any 
previous conflict in which the United 
States has participated. It is conserva- 
tively estimated that if the war runs 
for two more years, i.e., into the fall 
of 1945, there will be directly involved 
in its activities more than forty million 
men and women. Of this number, some 
twenty-nine million will be engaged in 
war industry. The remainder (vari- 
ously estimated and depending upon the 
size of the army finally agreed upon) 
will be soldiers and sailors, marines, 
coast guardsmen, air force personnel in 
all branches of the service, plus the 
various women’s services and auxiliaries. 
A total of eleven million persons seems 
to represent a median estimate for the 
armed forces, although of course, in the 
War Department itself there are advo- 
cates of an army which will reach the 
proportions of twelve or thirteen million 
men. This is a colossal effort wholly 
unprecedented in our history or, in fact, 
in the history of other nations, with the 
possible exception of Germany. 


DISLOCATIONS, WAR AND POSTWAR 


It is a truism that to place such an 
army of fighters and workers in the field 
of combat and in the services of supply 
which back it up will produce a terrific 
dislocation in all phases of civilian life. 
This is the price we must pay to win the 
war, and it is a price that from all indi- 
cations will be paid cheerfully. The 
American people seem disposed to stand 
an unlimited amount of discomfort, dep- 
rivation, and sacrifice if they can only 
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be sure—to paraphrase the words of the 
British Prime Minister-—that their sweat 
wili reduce and hold to a minimum the 
far more important expenditure of 
blood and tears. 

The terrific dislocation of the war it- 
self, moreover, will inevitably be fol- 
lowed by a severe counterdislocation 
when peace comes. Any driver of a 
motor car, whether it be jeep, tank, or 
pleasure automobile, knows that revers- 
ing gears at full speed is quite likely 
to be an explosive process. It is to the 
human side of this problem, the social 
and psychological side, that the discus- 
sion in these pages is addressed. The 
thesis presented, backed by such serious 
and thoughtful studies as have already 
been made, is that re-education in many 
forms presents the only safe approach 
to a solution. 

While we shall be thinking primarily 
in terms of men and women from the 
armed forces, it must constantly be re- 
membered that the far greater number 
of individuals employed in the war in- 
dustries—who also will be dislocated— 
present quite as important and compel- 
ling problems, and that in terms of gov- 
ernment effort, the problems of the two 
groups are inextricably involved. 

Let us project our thinking, then, to 
the days following the armistice. There 
will be somewhere between eight mil- 
lion and thirteen million men and 
women whose immediate thought will 
be: How can I get out of this uniform, 
return to my home community, and 
take up productive work in a peacetime 
economy? It is beside the point that 
a considerable portion of this group, 
whether they wish it or not, will have to 
stay in uniform for months and perhaps 
for years in the not-to-be-avoided task 
of policing the world in the throes of its 
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postwar adjustments. The great ma- 
jority can confidently be expected ac- 
tively to seek and devoutly to wish for 
immediate release. It is to be hoped 
that the Federal Government in its wis- 
dom will discharge the servicemen only 
as rapidly as the machinery for absorp- 
tion into civil life can be made to func- 
tion. However, there is no blinking the 
fact that public opinion will clamor for 
prompt release. The machinery to han- 
dle demobilization will have to be pre- 
pared to stand severe strains, particu- 
larly at the outset. The adequacy of 
this machinery becomes a matter of 
considerable public concern, since if it 
should break down, it would seem that 
disorder, confusion, and possibly even 
riots would be inescapable. 

It must be considered, too, that— 
given a long war—a high proportion of 
those discharged will be men in the 
younger age groups. The whole range 
of individuals from 18 to 23 years of 
age will constitute a generation of young 
adults whose sole training in most cases 
will have been in the business of making 
war. They will never have been pre- 
pared to take their places in a peaceful 
economy. We must not make the mis- 
take of considering this as a new 
“youth” problem. These men, having 
faced the rigors of training and actual 
combat, will be “adult” far beyond their 
years. Neither palliatives nor tempo- 
rary expedients will satisfy their needs. 
They must be offered immediate train- 
ing leading to their guaranteed place- 
ment in productive employment. 


In a statement issued by the President 
at the time of his approval of the bill ex- 
tending the Selective Service Act to young 
men of 18 and 19 years of age, the Presi- 
dent said: 

“I am causing a study to be made by a 
committee of educators, under the auspices 
of the War and Navy Departments, for the 
purpose of taking steps to enable the young 
men whose education has been interrupted 
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to resume their schooling and afford equal 
opportunity for the training and education 
of other young men of ability after their 
service in the armed forces has come to 
an end,” 

The committee has been set up under the 
chairmanship of Brigadier General Fred- 
erick H. Osborn, director, special service 
division, War Department... 1 


Wortp War I EXPERIENCE LACKING 


There is little in our experience fol- 
lowing World War I that will be help- 
ful. After that war, in 1919 and 1920, 
our Federal Government recognized an 
obligation to the soldier and the sailor 
who had been hospitalized; but for the 
great bulk of the Army and Navy, the 
practice was to turn the individual loose 
to head for his home community with a 
railroad ticket and enough extra dollars 
to get him there. What happened to 
him after he got there was his own af- 
fair. It is to be pointed out that World 
War I, as far as the United States was 
concerned, was a short war, that our 
dislocation at home was not great, and 
that reassimilation of the returned sol- 
diers and sailors took place with rela- 
tive ease. Even so, there were veterans 
of that war who went hungry before 
they could find jobs, and no concerted 
plan for re-education, no counseling for 
adjustment to a peacetime regime, no 
placement services worthy of the name, 
were offered them. 

The single exception lay in the case 
of the wounded and incapacitated. In 
their cases educational and rehabilitation 
opportunities were provided, many of 
them being at universities and colleges. 
Most of them met with something less 
than success from the point of view of 
the individual. 

With a longer war, and with a vastly 
larger number to handle, the difficul- 


1 Findings and recommendations of the Na- 
tional Resources Planning Board, quoted m 
New York Herald Tribune, March 11, 1943. 
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ties will be found to have increased in 
geometrical rather than arithmetical 
proportion. 


Programs of vocational education and re- 
education, both in vocational schools and 
in industry, must be adapted, and retained, 
for the purpose of preparing men to as- 
sume jobs in industry after they are re- 
leased from the Army or Navy. We shall 
not be content this time to give each man 
$60 in cash and a ticket home. Every rea- 
sonable provision will have to be made to 
insure that these young men shall be en- 
abled to take up their places in civilian 
life with only the inevitable loss of time 
which their service will entail.? 


The adjustment, retraining, and re- 
education of these men and women con- 
stitute the greatest challenge imaginable, 
particularly to adult education, in the 
history of this or any other country. 

The answer to this challenge lies in 
ample provisions of high quality for 
each individual involved. It lies in the 
expansion of existing agencies to care 
for the guidance and adjustment of 
these individuals, for their training at 
whatever level and in whatever field 
their inclinations dictate, and for their 
re-education culturally and socially to 
fit them to take their places in the de- 
velopmental progress of their country. 

Anything short of such provisions 
would bring disaster. This is an abso- 
lute sine qua non for a stable social 
order after the war. If we avoid or seek 
to escape this responsibility, we run 
grave risk of something approaching 
bloody revolution. It is unthinkable 
that Americans would contemplate with 
equanimity a possible situation wherein 
firing walls would become the order of 
the day, with Americans wearing the 
blindfolds and Americans aiming the 
rifles. 

2 Findings and recommendations of the Na- 


tional Resources Planning Board, quoted in 
New York Herald Tribune, March 11, 1943. 
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COMMISSION STUDIES THE PROBLEM 


These were the considerations that 
led the Institute of Adult Education of 
Teachers College, Columbia University, 
to consider postwar training and ad- 
justment as the major challenge to adult 
education of our time. The adult edu- 
cation leadership of the country was 
cognizant of the findings of the famed 
British Ministry of Reconstruction Re- 
port of 1919. In this report Britain’s 
leading statesmen of the time laid clear 
emphasis on adult education as a major 
element in the reconstruction of Great 
Britain. Liberal provisions were made 
for government grants and other sup- 
port of education for adults. This edu- 
cational effort had much to do with the 
ease with which Britain staged her re- 
covery from the depletions of World 
War I. 

In May and June of 1942, the Insti- 
tute of Adult Education assembled in 
New York forty-five individuals from 
all parts of the United States to form 
a Commission on Post-War Training 
and Adjustment. ‘These were persons 
with a wide divergence of experience, 
but each was familiar with a certain 
phase or phases of adult education. 
The members of the commission were 
derived from such varying fields of ef- 
fort as educational administration, busi- 
ness and banking, engineering education 
and training, the group-work organiza- 
tions, rehabilitation, health, industrial 
training, labor education, literacy edu- 
cation, Negro education, guidance and 
placement, vocational education and 
vocational rehabilitation, school ad- 
ministration, university administration, 
women’s education, and social work and 
public welfare. They were asked to 
make a comprehensive study of the 
postwar educational problem. 

Throughout the meetings of the com- 
mission and of the working group which 
remained together after the sessions of 
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the commission, there was a singular de- 
gree of unanimity as to matters of prin- 
ciple. There were differences regarding 
procedure, but they were few in number 
and minor in consequence. ‘This is espe- 
cially noteworthy in view of the variety 
of backgrounds of the commission mem- 
bers and the fact that they represented 
a fair cross section of educational opin- 
jon in this country in relation to the 
problem presented. 

The studies of the commission re- 
sulted in the publication of a report en- 
titled “Post-War Training and Adjust- 
ment,” 8€ which was later approved by 
the Wartime Commission of the United 
States Office of Education. The com- 
mission findings, however, were arrived 
at independently. The composition of 
the commission designedly kept oificial 
agency representation to a minimum. 


Basis oF DELIBERATIONS 


Early in its deliberations the Com- 
mission Jearned that it must purposely 
divest itself of thinking in the present 
terms of the war and the war effort. A 
conscious attempt was made to project 
its thinking in terms of an after-the-war 
psychology. Evidence of the extent to 
which such a transference of thinking 
was possible is given in the first three 
paragraphs of the Foreword of the re- 
port, which read as follows: 


In a democracy, the government belongs 
to the people. In normal peaceful times, 
the central government of a democratic 
state exercises only those powers and func- 
tions expressly delegated to it by the peo- 
ple. Chiefly, such powers and functions 
are restricted to those which the people 
cannot exercise for themselves, either indi- 
vidually or through their local governments. 
Local autonomy is jealously guarded. 


8 Published by the Bureau of Publications, 
Teachers College, Columbia University, New 
York City, for the Institute of Adult Educa- 
tion of that institution Single copies avail- 
able without charge upon request either to 
the Institute or to the Bureau of Publications. 
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There is general acceptance of the political 
maxim that that government is best which 
governs least. 

In time of war or other national emer- 
gency, however, democracies centralize their 
governments, perforce. Powers and func- 
tions normally exercised locally are sur- 
rendered temporarily (for the government 
still belongs to the people) to the central- 
ized government. The nation comes first. 
The national government, with the consent 
of the people, performs a considerable 
number of acts which are not expressly 
delegated to it in the constitution by the 
people. 

When peace comes, the trend toward 
centralization of powers is reversed. -At 
the victorious close of a war fought for the 
maintenance of democratic principles, it is 
to be expected that the United States of 
America will revert to a process of decen- 
tralization of government. Individual and 
local government rights, privileges, and re- 
sponsibilities will reassert themselves, per- 
haps in greeter degree than ever before and 
quite possibly in forms new and strange to 
our experience as a people. Certainly the 
reversed trend will have a profound effect 
upon education, traditionally organized in 
this country as a matter chiefly of com- 
munity concern. 


FINANCING AND ADMINISTRATION 


In all discussions it was assumed and 
made very clear that the financing of 
the re-education program is primarily 
an obligation of the Federal Govern- 
ment. Certainly this applies to re- 
turned servicemen, and in only slightly 
less degree to those dislocated from 
war industry. It was pointed out that 
quite aside from the debt that the Na- 
tion will owe the members of its fighting 
forces, economic considerations alone 
dictate the wisdom of generous provi- 
sions for retraining and re-education. 
The experience yielded by the depres- 
sion in carrying the burden of unem- 
ployment relief was cited as a compel- 
ling argument in favor of adequate and 
even generous Federal financing. 
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Assuming the government financial 
contribution to be sufficient, the main 
discussion of the commission centered 
on the crucial question of how the nec- 
essary facilities for education, training, 
guidance, adjustment, placement, re- 
habilitation—for all kinds, conditions, 
ages, and colors of people—could be 
made available for the best interests of 
all concerned. 

The concern of the group lay in dis- 
covering, if possible, how both the indi- 
viduals and the institutions that would 
be available to serve them could be 
fairly treated in such a complicated 
process, to the end that the best possible 
educational opportunities should be af- 
forded at the least possible cost. The 
commission attempted to inquire also 
into what type of administrative provi- 
sions would assure satisfactory and 
smooth functioning. All these matters 
were considered in the light of an antici- 
pated trend toward government decen- 
tralization after the war. 

The commission called for a high de- 
gree of local or community responsi- 
bility and control, although under a 
Federally co-ordinated financial admin- 
istration developed through responsible 
state bodies. It very decidedly opposed 
the creation of new agencies—Federal, 
state, or local--on the unassailable 
ground that those who have served the 
Nation faithfully and well deserve a 
better fate than to be the subjects of 
educational experimentation, whether at 
the hands of public administration inno- 
vators, social relief manipulators, or 
educational opportunists. 

The needs will vary from community 
to community. No single pattern can 
be expected to meet the situation. For 
this reason, the need must be met in 
great part by action of the local com- 
munities concerned. There will have to 


be a national framework within which . 


localities function, and Federal funds, 
advice, and assistance will be both help- 
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ful and necessary; but the actual work 
must be done by the communities, -and 
they must have all necessary freedom 
for doing it. 


CHARACTER OF THE PROBLEM 


After considerable deliberation, the 
commission reached the conclusion that 
the problem should be identified most 
emphatically as an educational consid- 
eration of the first magnitude, to be 
coped with primarily by those having 
experience and professional competence 
in education, and particularly in adult 
education. It was felt that every as- 
sistance should be sought from the fields 
of public administration, social work, 
labor placement, and the like, but that 
the leadership, both local and Federal, 
should rest in the hands of the educa- 
tional groups, both public and private, 
throughout the country, in order to as- 
sure the high quality of opportunity due 
those Americans who will have given 
much for the prosecution of the war and 
the defense of the country. 

The problem becomes less compli- 
cated and of considerably smaller di- 
mensions when certain facts are recog- 
nized in connection with it. One is the 
special status of the war disabled. 
Service to them necessarily differs from 
service to others, and should be initiated 
and fully paid for by the Federal Gov- 
ernment. It will not be a major prob- 
lem for American communities. 

Another mitigating factor is that mil- 
lions of persons released from the armed 
forces or from the war industries will 
make their own adjustments to new situ- 
ations. Many will resume occupations 
followed before the national emergency 
arose. Others, with the aid of their 
families, their friends, or social agencies, 
will undertake new jobs for which they 
are well equipped. 

Even so, the problem will remain im- 
mensely large. One complicating factor 
lies in the great variety of services 
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needed and for which training will be 
required. It therefore becomes neces- 
sary to think in terms of immediate ac- 
tion. A prompt survey of the probable 
conditions to be faced, followed by ap- 
propriate action, may find us able to 
cope with difficulties that otherwise 
would overwhelm us; and appreciation 
by those who fight or work for the Na- 
tion of the fact that their future wel- 
fare is a matter of concern to their fel- 
low citizens will do much to keep their 
morale at a high pitch. 

A genuine contribution to Army mo- 
rale would be made if counseling serv- 
ices were offered to men throughout 
their period of service except while on 
combat duty. Such a service could help 
to capitalize on their military or naval 
experience in getting ready for the post- 
war occupational adjustment. Cer- 
tainly such a plan should be in effect 
between an armistice and the time when 
the official discharges from the service 
take place. 


PERSONAL ADJUSTMENT 


While men can be discharged from 
the Army en masse, it is obvious that 
their readjustment to normal life must 
be effected one by one. Each indi- 
vidual will have many readjustments to 
make—occupational, educational, recre- 
ational, personal, and social. Much will 
depend upon how successfully such ad- 
justments are made. Mistakes will be 
costly to the individuals, to the com- 
munity, and to the government itself. 

The problem is not alone one of pro- 
viding satisfactory employment. It is 
equally necessary from the standpoint 
of civilian morale, of economics, and of 
social stability, that persons demobi- 
lized from the Army be helped to under- 
stand and adjust to the existing eco- 
nomic and social conditions. Al! will be 
facing changing conditions and many 
will find startling alterations in their 
own communities, in their home sur- 
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roundings, and even in themselves. 
Many kinds of vocational instruction 
will be necessary. There will clearly 
be great need for instruction in citizen- 
ship, personal problems, health, and 
recreation. 


ADJUSTMENT AGENCIES 


The locus of the problem of human 
readjustment from a war to a peace 
situation is the American community— 
rural, small town, or city. Adjustment 
will therefore depend upon the utiliza- 
tion of local institutions and agencies, 
administered as far as possible by those 
who are acquainted with the individual 
in his social, economic, and domestic 
background, and with his vocational 
opportunities. l 

As an educational process, vocational 
counseling for adults in many communi- 
ties might easily develop as a natural 
extension of the local public school’s 
service. The school is the one public 
agency found in all American communi- 
ties. It has a plant and equipment for 
this service and for the training pro- 
gram so closely related. Though adults 
are unaccustomed to looking to it for 
guidance, it should be remembered that 
most of the persons with whom we are 
concerned were pupils in this public 
school system only a few years ago. 

The role of the public school in adult 
education has been steadily increasing 
in the last few years. If the schools 
were to undertake this additional re- 
sponsibility seriously, there would be 
no comparable agency in the American 
community better suited for the task. 
The schools of course will have to draw 
heavily upon other organizations and 
professions in securing the necessary 
counseling personnel. In addition, they 
will have to enter into co-operative ar- 
rangements with the graduate depart- 
ments of universities and colleges for 
the special training needed to equip 
counselors adequately. 
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Other agencies will be utilized in the 
counseling task as well. Resources for 
guidance exist in industrial corpora- 
tions, state and private universities and 
colleges, and social service agencies. 
Where such resources are to be found, 
they should be developed and used to 
the fullest extent. 


CoUNSELING AND COUNSELORS 


A widespread system of adult coun- 
seling will be vitally necessary if em- 
ployers and placement agencies are to 
be expected to perform a careful and 
intelligent job of placement. Only a 
small proportion of total placements is 
handled by placement offices, either 
public or private. By far the larger 
number of persons employed are hired 
directly by employers. The counseling 
system could do much to aid the indi- 
vidual in assembling his record of ex- 
perience, training, achievement, inter- 
ests, aptitudes, and other personal assets 
in objective and understandable form. 

The type of counseling service needed 
has as its fundamental purpose that of 
helping the individual to help himself. 
Adjustment takes place with best re- 
sults when it is viewed as a co-operative 
undertaking between the counselor and 
the person counseled. ‘The counselor 
must be a resourceful individual trained 
in the use of techniques and devices for 
securing and organizing accurate and 
significant data regarding personal abili- 
ties and interests. In addition, he must 
possess special facilities for information 
in regard to opportunities in many fields. 
He must have skill and experience in 
helping individuals to interpret such 
data in order that the maximum aid 
may be given for devising a plan for 
training and living. This process is es- 
sentially educational in its nature. It is 


not concerned solely with the soluticn: 


of an immediate problem, but is con- 
cerned also that the individual develcp 
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skills that can be used to solve similar 
problems later. 

A supply of counselors for adult serv- 
ice must be recruited and trained in 
modern counseling and personnel pro- 
cedures. They must have time to fa- 
miliarize themselves with information 
about educational and occupational op- 
portunities. Otherwise they will bring 
disappointment and discouragement to 
those whom they attempt to serve. It 
would be desirable to expand, supple- 
ment, and redirect facilities of graduate 
schools to train these counselors. In 
addition, there should be set up centers 
for short-term counselor training in 
various parts of the country, probably 
under the auspices of the same universi- 
ties that are training counselors over 
longer periods. Plans for the training 
of personnel to assist as counselors or 
teachers should be made promptly, and 
the training begun before the war is 
over. 


TRAINING NEEDS 


The character of the training made 
available to returned soldiers and sailors 
will have to vary widely in respect to 
the diversified needs of the individuals 
concerned. The group will range from 
foreign-born and native-born illiterates 
to college graduates; from enlisted men 
to commissioned officers; from those 
with little occupational proficiency in 
any field to workers highly skilled in a 
wide gamut of vocations. Roughly, all 
will have the same motivation, namely, 
the desire to enter again upon the nor- 
mal pursuits of a peacetime nation. 
Earning a living will take first place in 
this list of desires. 

The training in the postwar era will 
demand fully as great an effort as the 
training done during the war. Teachers 
and administrators will be required. 
Only some of them will be available and 
prepared; others will need to be made 
ready for their work. The training task 
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with reference to instructors demands 
immediate attention just as the training 
of counselors now is of importance. 

Timing in the postwar period should 
not include undue acceleration of edu- 
cational training and processes. Such 
acceleration has marked the war effort. 
With the coming of peace, the quality 
of training given, and not the saving 
of time, becomes the chief considera- 
tion. Every effort should be made to 
conduct the program so that haste will 
not impair the basic value of what is 
taught. 


‘TRAINING AGENCIES AND PROGRAMS 


All agencies and institutions in Ameri- 
can communities equipped to do train- 
ing must be included in the effort, 
whether tax-supported or privately sup- 
ported. These institutions vary in size, 
equipment, and purpose, but all should 
be mobilized for service—including col- 
leges, universities, technical institutes, 
public schools, labor unions, social work 
agencies, churches, libraries, extension 
services, clubs, group work agencies, and 
other types. 

This wide institutional spread makes 
it necessary that steps be taken in each 
community to develop well-planned and 
well-co-ordinated efforts. All resources 
of the community should be harnessed 
to the training program. ‘There should 
be established advisory committees for 
each of the occupational fields in which 
training is contemplated. Much of the 
work being done in a regular program 
of vocational education or in the various 
programs of war training will be directly 
applicable to the postwar effort. 

Communities should act, quickly to 
complete surveys of their training needs 
and to arrange for the early operation 
of their programs. It will be necessary, 
of course, that government and industry 
should move with all possible speed in 
preparing for the manufacture of con- 
sumer goods and the increase of per- 
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sonal and community service occupa- 
tions. If the demobilization of men in 
the armed forces is designedly done 
gradually, a balance as between the de- 
mand for new labor and the supply to 
come from the armed forces will be 
struck. 

Care should be taken both now and 
later to capitalize to the fullest possible 
extent on the effectiveness of all avail- 
able programs. They will be needed in 
peacetime as much as or more than they 
are needed in wartime. Training staffs 
should be held together and equipment 
conserved until it is possible to see 
clearly what are the possibilities for re- 
casting and redirecting our present ef- 
forts for the important role of training 
for the occupations of peace. 

All men in the Army or the Navy re- 
ceive training which has value for gen- 
eral occupational purposes. Often, too, 
such training helps to create efficient 
and responsible citizens. The difficulty 
of the shift from military to civilian 
life will be lessened for those returning 
from the services by the habits of co- 
operation and discipline- which have 
been taught and practiced in those 

Approximately 1.400 military occupa- 
tions have been listed for the Army 
alone; all have their counterparts in 
civilian occupations. The Navy re- 
quires many of the same skills and oth- 
ers of a comparable nature. Men and 
women who have served in these many 
capacities have received thorough train- 
ing. They will return to civilian life 
well equipped to undertake certain 
types of work. The postwar training 
should take account of skills acquired 
and utilize them to the fullest possible 
extent. In many cases they will make it 
unnecessary for the individual to take 
further training; in others they will re- 
duce the amount of training required 
to make him ready for a job. 

As the war proceeds, the program of 
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training within industry increases in im- 
portance. Foremen, assistant foremen, 
and other plant personnel have been 
trained and are now teaching new work- 
ers. Traditional practices have been 
discarded and beginners are taught to 
learn quickly and in a simplified man- 
ner. The personnel and tradition of 
this type of training are of the highest 
value. Both are important and should 
be developed in the postwar training 
effort. Co-operation between industry 
and the schools will continue to be of 
high importance. 


SCOPE OF TRAINING 


An exceedingly wide gamut of occu- 
pations must be represented in the 
training opportunities offered. They 
must range all the way from jobs re- 
quiring only limited skills to highly 
complex professions. Any of the 17,500 
occupations listed by the United States 
Employment Service should legitimately 
have representation in the training 
program. 

Not only in degrees of skill will the 
training program be varied, but also in 
terms of occupational areas. Agricul- 
ture, business, and industry will all ab- 
sorb quantities of men and women in 
their respective localities, but in addi- 
tion, a new area of work covering the 
personal service occupations will be 
available. This area, then, may be ex- 
pected to expand rapidly and to include 
many activities which hitherto have 
been nonexistent. 

The sharp difference between rural 
and urban communities also affects 
training plans. Farm regions annually 
produce twice as many workers as they 
can absorb. Distances are so much 
greater in such regions than in cities 
as to affect sharply all plans for training 
activity. Farming is constantly becom- 
ing more scientific and mechanized, and 
in the future will need a smaller rather 
than a larger supply of labor. There 
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will thus be those in agricultural dis- 
tricts who will want types of machine 
and even industrial training. Of course 
there will be a large number whose chief 
interest will be in farming as a whole. 

Ali these Americans should be served. 
Because of the scattered population, the 
groups of trainees will be small and 
teaching agencies relatively few. The 
development of a diversified and well- 
planned program for rural districts 
forms an important part of the obliga- 
tion to servicemen and servicewomen. 
The existing facilities for adult educa- 
tion in rural districts through the 
United States Department of Agricul- 
ture and through the Smith-Hughes 
teachers of agricultural subjects should 
be enhanced. 

But training during the postwar pe- 
riod will need to be more than voca- 
tional. It should be planned with the 
complete welfare of the individual in 
mind. Such welfare will include the 
continuation of interrupted education on 
secondary school or college level. It 
must also include remedial work, such . 
as the education of the ten million near- 
illiterates and illiterates who still exist 
in our country. 

Community programs everywhere 
should offer training in citizenship, gov- 
ernment, health, family living, recrea- 
tion, and the arts. Vocational instruc- 
tion will be most in demand and of most 
urgent practical importance, but all 
trainees should have full opportunities 
to develop themselves as human beings 
while they are training to earn their 
living. Once experienced, such a pro- 
gram can be expected to prove its use- 
fulness in the future in the educational 
plans of our communities. ` 


REHABILITATION 


The men and women disabled in the 
course of the war present a problem 
which can be considered in its main 
phases, at least, quite separately and 
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distinctly from the educational needs of 
physically sound returned soldiers and 
sailors. It is difficult, if not impossible, 
to forecast the size and scope of this 
problem, because the number of indi- 
viduals incapacitated will depend di- 
rectly upon such factors as the length 
of the war and the character of the 
fighting, i.e., whether it is preponder- 
antly by land, by air, or by sea. Also, 
the character of the wounds and in- 
capacities received will be dependent 
upon the type of fighting engaged in. 
For instance, the high rate of shell shock 
in World War I may or may not be re- 
peated in World War II. However, 
even in a short war the size of the prob- 
lem may be judged roughly by the fact 
that even today we have 57,000 cases 
in the hospitals of the Veterans Admin- 
istration as a result of World War I. 
The readjustment of disabled men 
and women to the new types of life they 
must lead and their training for useful 
work constitute great and important 
tasks.. Guidance and training for these 
men and women will be far different 
from what they will be for those with no 
disability. The rehabilitation task is as 
much the surgeon’s, the psychiatrist’s, 
the compensation specialist’s, and the 
highly trained welfare worker’s as it 
is the counselor’s or the teacher’s. 
Community services will play their part 
in serving the disabled, but community 
agencies cannot deal with the task as a 
whole. It will be the role of the’Federal 
Government to initiate and finance and 
supervise, and the responsibility of the 
special state agencies to carry on. It 
is inescapable, however, that at the time 
of the wounded individual’s technical 
rehabilitation, i.e. when the Federal 
authorities release him to normal life, 
he will return to a community into 
which he must be integrated. This will 
involve the participation of social agen- 
cies, of guidance and adjustment agen- 
cies, and in many cases of teaching 
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agencies; for the process of education 
and rehabilitation, training and retrain- 
ing, is one which may be expected to 
continue after technical discharge until 
full rehabilitation is reached. 

There is considerable history and ex- 
perience in the Veterans Bureau and in 
the Vocational Rehabilitation Division 
of the Bureau for Vocational Training 
and Placement of the United States Of- 
fice of Education, all of which is perti- 
nent to the same problem in connection 
with the present World War. This 
problem, by the way, has already pre- 
sented itself in that men incapacitated 
from wounds and for other reasons are 
of course already being discharged from 
the Army and the Navy. 

In the years immediately following 
World War I, the tendency was to place 
groups of partially rehabilitated soldiers 
and sailors in universities and colleges 
and other residential types of institu- 
tions for continuance of training or re- 
training. As a rule, the orientation of 
the soldier to institutional life was in- 
complete and unsatisfactory. The de- 
sirability of grouping the individuals 
proved questionable, and many of the 
co-operating institutions, particularly on 
the collegiate level, found difficulty in 
administering instruction for these 
groups. 

Since 1926 the Rehabilitation Divi- 
sion of the United States Office of Edu- 
cation has shared the responsibility for 
the program with the states, to each of 
which funds have been supplied for the 
operation of a service. The Rehabilita- 
tion Division establishes policies gov- 
erning the expenditure of Federal funds, 
but has not authority to establish stand- 
ards of administration or operational 
efficiency. This system has worked 
fairly well on the whole, but clearly it 
will need to be strengthened if, as is 
believed wise, this Division should con- 
tinue to serve the disabled of the pres- 
ent war—a task it has already begun. 
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It would seem that in this case the 
policy of decentralization advocated for 
the physically sound should be reversed 
and that authority should be given to 
the Federal agency concerned to estab- 
lish and maintain the high quality of 
service which the war disabled have the 
right to receive. 

The program when set up should be 
comprehensive. ‘The Federal Govern- 
ment should provide all funds necessary 
for the maintenance of needed services 
- for the support of the disabled while 
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in training and for the maintenance 
of their dependents during the period of 
their instruction. The maximum use of 
existing facilities for training is to be 
made, and new facilities should be set 
up only when none exist or when exist- 
ing ones are unavailable or inadequate. 
The Federal agency administering the 
program should seek, in establishing 
standards of administration and ef- 
ficiency, to encourage the maximum op- 
portunities for state and local organiza- 
tions to share in the rehabilitation task. 
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Financial Recognition of Ex-servicemen 
By Jonn G. HERNDON 


OME kind of postwar payment to 
men who have served in the armed 
forces of our country would seem to be 
one of the inevitable economic conse- 
quences of the business of making war. 
In the history of our Nation, postwar 
compensation to soldiers and sailors has 
assumed a variety of forms: there have 
been land grants, loans, pensions, and 
bonuses. In recent times, the most im- 
portant forms have been pensions and 
bonuses. The difference between them 
is that a pension represents a continuing 
periodic payment, whereas a bonus is a 
lump-sum payment or series of pay- 
ments extraordinary in character, Pay- 
ment of a pension has been predicated 
upon physical disability growing out of 
war, or upon incapacity of a veteran 
caused by age, or upon the death of a 
veteran leaving dependents surviving 
him. The payment of a bonus, on the 
other hand, has not been based on need 
or incapacity, but has been made to all 
ex-servicemen as a kind of delayed ad- 
ditional compensation. 

In the period of economic readjust- 
ment that must follow the cessation of 
hostilities, it would seem likely that 
there will be a sufficient number of cases 
of distress among ex-servicemen to lend 
support to advocates of some form of 
payment to be made shortly after the 
war. Arguments based upon the needs 
of ex-servicemen for ready money will 
be buttressed by arguments based upon 
the alleged unfairness of the differential 
existing between wages paid to civilian 
war workers and wages paid to mem- 
bers of the armed forces. There will 
be a demand for compensation for all, 
and not merely for special categories, 
and there will be a call for payment im- 
mediately, and not upon disability. 

In view of the pressure that will un- 


doubtedly be brought to bear at the close 
of the present war, it seems desirable to 
review the American legislation enacted 
in behalf of the servicemen of World 
War I. 


Postwar BENEFITS, 1918—40 


Within a month after the armistice of 
November 11, 1918, a bill was intro- 
duced in Congress 


for a bonus additional to the $60 allowed 
on discharge, to assist the soldiers over the 
difficult problems of readjustment. The 
fact of there being practically four million 
five hundred thousand men in uniform at 
the close of the war made the question in- 
volved one of immense social concern.1 


From then on a veritable avalanche 
of bills for “adjusted compensation” 
descended upon the Congress. It would 
be useless to draw out the story of the 
fights over such legislation, the Presi- 
dential messages concerning these mat- 
ters, and the various vetoes of certain 
bills. Suffice it to say that as of Janu- 
ary 3, 1941 the legislation still opera- 
tive, applicable to World War veterans 
relief and related matters, runs from 
page 3264 to page 3337 of the latest 
edition of the Code of Laws of the 
United States. 


World War Veterans Act 


Our basic legislation of the inter 
bellum period 1918-39 (or should it be 
1918-41?) relative to pensions, bo- 
nuses, and veterans relief falls under five 
headings. The first of these is found in 
the World War Veterans Act, 1924, ap- 
proved June 7, 1924,? which has been 

1 Julia E. Johnsen: Soldiers’ Bonus, 1924, 
p. 3. 

243 Stat. 607 et seg.; 38 U. S. Code 3266. 
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amended in certain particulars by at 
least fifteen other acts.* It provided 
certain monthly payments as compensa- 
tion for death or disability and set up 
a system of insurance benefits for serv- 
icemen and officers, Army and Navy 
nurses, and persons in the Coast Guard, 
payable upon proof of death of the in- 
sured or his or her permanent disability, 
and continued the benefits of the World 
War insurance legislation to those who 
had taken out policies thereunder. An 
amendment discontinued, in the main, 
vocational rehabilitation work, except 
for those persons who had begun such 
work before June 30, 1926. ‘The origi- 
nal act also set heavy penalties on un- 
authorized “claim agents” who charged 
unreasonable fees for their services to 
soldiers then in service or who had been 
honorably discharged. 


Emergency Officers’ Retirement Act 


The second class of this legislation 
pertains to the retirement of emergency 
officers in the World War, that is, those 
who were not officers of the Regular 
Army, Navy, or Marine Corps, “who 
during such service have incurred physi- 
cal disability in line of duty and who 
were on or before May 24, 1929 rated 
in accordance with law at not less than 
30 per centum permanent disability by 
the Veterans’ Administration.”* To 
these officers the rights of hospitaliza- 
tion were granted, and they were also 
allowed pay at the rate of three-fourths 


8 Acts of March 4, 1925 (43 Stat. 1302 et 
seq.); July 2, 1926 (44 Stat. 793, et seg.); 
May 23, 1928 (45 Stat. 716); May 28, 1928 
(ibid, 965); July 3, 1930 (46 Stat. 994, et 
seq.); March 4, 1931 (ibid., 1551); June 16, 
1933 (48 Stat 302); June 7, 1934 (ibid., 926) ; 
Jan. 28, 1935 (49 Stat. 1); Aug. 12, 1935 
(ibid., 609); June 29, 1936 (#bid., 2034); Aug. 
16, 1937 (50 Stat. 661, et seg.); Feb. 24, 
1938 (52 Stat. 81); June 13, 1940 (54 Stat. 
374); and Oct. 17, 1940 (ibid., 1195). 

#45 Stat. 735. 
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of that which had been paid them on 
their retirement from the service. The 
term “World War” was defined as in- 
cluding the period between April 6, 
1917 and July 2, 1921.5 


World War Adjusted Compensation Act 


As arranged in the Code, the next 
principal piece of legislation on this 
general subject was the World War Ad- 
justed Compensation Act of May 19, 
1924.6 It fixed the amount of adjusted- 
service credit as equal to $1.25 for each 
day of overseas service and $1.00 for 
each day of home service, in excess of 
60 days, served by the veteran between 
April 5, 1917 and July 1, 1919, limited, 
however, to $500 to one who performed 
no oversea service, and to $625 to one 
who had some such service. Nine 
classes of persons in the military or 
naval forces were designated as not en- 
titled to any adjusted compensation. 

If the adjusted credit was less than 
$50, the veteran was entitled to receive, 
upon approval of his application, pay- 
ment in cash. If his adjusted-service 
credit exceeded that sum, a certificate 
was to be issued to the veteran or his 
designated representative for a fully 
paid twenty-year endowment insurance 
policy in a sum that the amount of his 
credit increased by 25 per cent would 
purchase at the veteran’s nearest birth- 
day, if applied as a net single premium, 
calculated in accordance with actuarial 
principles and based upon the American 
Experience ‘Table of Mortality and in- 
terest compounded annually at 4 per 
cent. 

The act also set forth clearly the 
order of preference of dependents if the 
veteran died before making application 
for the bonus or if he died after making 
it but before he received the cash to 
which he was entitled, less than $50. 


s U, S Code, Title 38, sec. 582. 
S Ibid, sec. 591; also 43 Stat. 121, et seg. 
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Miscellaneous amendments to this law 
were made by the acts of July 3, 1926, 
May 29, 1928, June 5, 1930, July 6, 
1930, and August 23, 1935." 


Bonus Act of 1936 


The principal bone of contention in 
the great bonus fight concerned the date 
of payment of the certificates above re- 
ferred to. Party lines were split wide 
-= open. Vice President Garner advised 
President Roosevelt to get the issue out 
of the way before the next political 
campaign got started, and when the bill 
passed overwhelmingly the President 
affixed his signature on January 27, 
1936.8 It was the fourth big step in 
postwar payments to veterans and was 
officially called “The Adjusted Com- 
pensation Payment Act, 1936.” It 
provided that notwithstanding the pro- 
visions of existing law, the adjusted- 
service certificates already authorized 
“are hereby to be immediately pay- 
able.” ° If the veteran had borrowed 
against his certificate and then owed 
interest on his loan, all interest accrued 
since October 1, 1931 was forgiven. 

For the amount certified as thus due 
the veteran or his estate, the Secretary 
of the Treasury was directed to issue 
bonds of the United States, registered 
in the name of the veteran only, in the 
largest amount due in multiples of $50, 
and to pay any balance by check. 
These bonds, which were dated June 15, 
1936 and due June 15, 1945, were re- 
deemable at any earlier date at the 
option of the veteran or his estate, and 
payable at such banks and post offices 
as the Secretary of the Treasury should 
designate. The rate of interest on the 
bonds was 3 per cent per annum from 
June 15, 1936 until paid. 


TSee footnote 3; also 46 Stat. 496 for the 
act of June 5, 1930. 

8 49 Stat. 1099, et seq. 

° U. S. Code, Title 38, sec. 686. 
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Pension and Veterans’ Reltef Reorgant- 
zation 

The next general classification under 
this heading is Pension and Veterans’ 
Relief Reorganization, covering a multi- 
tude of subjects, included within nu- 
merous laws 1° and regulations. The 
subjects covered include, inter alia: 
change of “pension” to ‘“compensa- 
tion”; date when World War ended; 
differentiation in rates for veterans of 
different wars; restoration of pre-March 
20, 1933 compensation to paralyzed, 
paretic, blind, and helpless World War 
veterans; termination of World War 
for those persons who served in Russia; 
hospitalization and domiciliary care of 
World War veterans; and so forth. 

It is to be remembered that the fore- 
going list is not all-inclusive, even as to 
Federal aid to veterans of World War I. 
For example, there are provisions for 
funeral benefits to be paid in certain 
cases. In addition, in nearly all civil 
service ratings, veterans are entitled to 
preference, sometimes of 5 per cent, 
sometimes of 10 per cent. 

The various states have likewise been 
generous. ‘The interested reader should 
consult the American Legion Annual 
Report for 1937, which contains a sur- 
vey of all state bonus legislation. 


A PROGRAM FOR THE FUTURE : 


In view of these precedents it is not 
reasonable to suppose that the United 
States will be less generous to those 
now serving the colors than it was after 
the last war, or that the servicemen will 


10 Among these are the acts of March 20, 
1933 (48 Stat. 10); June 16, 1933 (ibid., 302) ; 
March 28, 1934 (zbid., 525) ; Aug. 23, 1935 (49 
Stat. 729); Aug. 28, 1935 (ibid., 869); June 
24, 1936 (ibid., 1910); May 3, 1939 (53 Stat. 
652); July 19, 1939 (ibid., 1067) ; and Oct. 17, 
1940 (54 Stat. 1196). 

11U. S. Code, Title 38, following sec. 724, 
pp. 3321-32. 
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be satisfied with inadequate financial 
recognition of their sacrifices in behalf 
of the Nation. 

The question therefore arises as to 
the forms of such likely payments after 
the present conflict has ended. Of 
course, what is most likely to happen 
is that an organized movement will de- 
velop calling for the payment of bonuses 
similar to those paid after the first 
World War. Such bonus payments, 
however, would be the result of pres- 
sure rather than planning. This much, 
at least, seems clear: If some orderly 
plan for a postwar payment to veterans 
is not made at the present time, the 
organization of a pressure group to com- 
pel an unplanned payment is inevitable. 
The following suggestions have been 
made to indicate possibilities of a 
planned type of postwar payment to 
servicemen: (1) six months’ additianal 
pay at the rate prevailing on retirement 
from active duty; (2) allowance of a 
postwar credit in some form against in- 
come taxes due; (3) a contribution by 
the Federal Treasury of a sum equal 
to a part of the bonds purchased by 
servicemen during the present conflict; 
(4) the waiving of premiums due on 
National Service Life Insurance policies 
for one year after the end of the term 
of active service; and (5) of course, 
some specified adjusted compensation 
certificates or bonds based in amount 
upon the length of service at home and 
abroad and the rank of the soldier. Let 
us consider these seriatim. 


Continued pay 


The first of these proposals was con- 
tained in a bill introduced by Senator 
Johnson of Colorado on October 7, 
1942. It provided that persons who had 
served in the armed forces at least 
ninety days during the present war 
should receive pay for six months from 
the date of their honorable discharge, 
but it shail not exceed $200 per month, 
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including increased pay for foreign 
service. The fact that this bill, $. 2836, 
was killed in committee does not mean 
that some similar bill may not later be 
enacted.# 

The principle of the proposal seems 
to differ from an unemployment com- 
pensation adjustment, as it would not 
take into account whether the service- 
man had secured a civilian job or not. 
In fact, such a payment could not well 
be made conditional upon not securing 
employment, for then there would be 
in too many cases a decision by the ex- 
soldier to enjoy a six months’ “rest.” 
Yet we must not overlook the com- 
mendable purpose of such a proposal, 
viz., the’ tiding-over of a period of re- 
adjustment of the veteran upon his re- 
turn to civilian life—a period expected 
by many legislators to be a slack one, 
while heavy industry retools. 

At the very least, it seems to be pref- 
erable for the veteran to be demobilized 
and looking for a job, for soldier’s pay, 
instead of being held during this period 
in the armed forces and therefore un- 
able to seek employment.*® 


12H, R. 7293, introduced by Mr. Lynch, 
June 23, 1942, contained the same provisions 
except that it would have continued the pay- 
ments for one year after discharge, H., R. 
7494, introduced by Mr. Van Zandt, Aug. 17, 
1942, was the same as §. 2836, discussed in 
the text. All these were killed in committee. 
H. R. 7688, introduced by Mr. Ploeser, Oct. 12, 
1942, provided for the continuation for a 
limited period of the base pay of veterans of 
the present war after separation from service. 
Killed in committee. S. 2344, introduced by 
Mr. Reynolds, provides that only enlisted men 
of the seventh grade are limited to a monthly 
base pay of $21 for the first 4 months. H. R. 
6738, introduced by Mr. May, same as above 
and passed in lieu of it, was approved March 
28, 1942, Public Law 511. 

18 H, R. 7300, introduced by Mr. O'Leary, 
June 25, 1942, provided that at the termina- 
tion of the war, members of the armed forces 
should be maintained in a reserve status for 
6 months with rate of pay as of date of dis- 
charge. Killed in committee. 
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Income tax credit 


In view of the fact that our income 
tax personal exemption has now been 
lowered to $500 for a single person and 
$1,200 for a married ‘couple or the head 
of a family, a postwar credit might well 
be envisaged for the serviceman for a 
designated number of years after the 
war is over. ‘The present heavy rates 
of tax might make such a concession one 
of substantial benefit. This would tend 
to enable the ex-serviceman to make up 
in real income what he may have lost 
during the boom war years. We have 
already had experience in state home- 
stead exemptions to soldiers, which are 
not unlike this proposal, at least in its 
purpose. | 

There were introduced during the last 
Congress several measures to defer the 
income tax payments of the armed 
forces. The proposal for a postwar in- 
come tax credit, however, would go fur- 
ther. It would really lighten the burden 
of the tax otherwise due, and assist the 
soldier to pay obligations contracted 
before his entrance into the service and 
deferred under the terms of the Soldiers’ 
and Sailors’ Civil Relief Act of 1940 as 
amended 1942. This credit could well 
take the place of the $250 or $300 de- 
duction allowed under the Revenue Act 
of 1942, which applies only to noncom- 
missioned personnel.*® 


14S, 2433, introduced by Mr Taft, April 3, 
1942, provided that the collection of income 
tax from any person in the military service 
whose ability to pay is impaired by such serv- 
ice, should be deferred for a period of not 
more than a year after the period or end of 
the emergency. H. R, 6710, introduced by 
Mr. Kennedy, March 2, 1942, and H. R. 7636, 
introduced by Mr. Lane, Oct. 2, 1942, pro- 
hibited the collection of Income tax from any 
person in the military service until 6 months 
after the termination of his service. All these 
were killed in committee. 

18 Qn March 16, 1943, the House Ways and 
Means Committee approved a bill “amended 
go as to grant all service men and women a 
minimum exemption of $3500 on base service 
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Bond purchase credit plan 


The third suggestion involves a really 
co-operative scheme participated in by 
the soldier and the Government. The 
latter would give a “bonus” at the end 
of the war, the amount of which would 
be a certain percentage of the total 
bonds purchased during the war by the 
soldier. There would have to be two 
limits. One would be a fixed proportion 
of the soldier’s pay and allowances. 
The other would be a maximum regard- 
less of the total subscribed. No dis- 
tinction should be made between sums 
deducted from the serviceman’s pay and 
similar sums invested by him in war 
bonds. Already many men in the 
armed services are disgusted at what 
seems to them the inexcusable delay in 
receiving the bonds they have long ago 
paid for. In any event, the Treasury 
would have available a record of the 
registered owner of each bond. 

One advantage of this plan is that it 
aids the Government in its fight against 
inflation during the war period by with- 
drawing large sums from circulation. 
Another is that it promotes loyalty by 
making all soldiers shareholders in the 
fiscal integrity of the Nation. A third 
advantage is that a systematic building- 
up of credit by this mutual saving plan 
of Government and soldier may serve 
in lieu of an ill-devised general bonus 
plan. 


Deferred payment of insurance pre- 
miums 


The proposal for the deferment of the 





pay, retroactive to 1942 income, which would 
mean that, if general, no men and women in 
the armed forces below the Army rank of 
major or the equivalent rank in other services 
would have to pay any income tax. Further, 
any service man or woman who dies in service 
during this war, whether on the battlefield or 
elsewhere, would have any outstanding Federal 
taxes forgiven.” Philadelphia Inquirer, March 
17, 1943. 
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payment of premiums on National Serv- 
ice Life Insurance until a year after the 
soldier’s return to civilian life is de- 
fensible only as supplementary to, or 
as a substitute for, some other credit, 
several of which have been suggested 
in this article*® One proposal went 


18 H, R. 7085, introduced by Mr. Hartley, 
May 12, 1942, directed the issuance to all 
members of the armed forces in active service, 
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beyond deferment of premiums and pro- 
vided for a $10,000 paid-up life insur- 
ance policy for every person in the 
armed forces." 


Of $1,000 of National Service Life Insurance, 
all premiums to be waived until 6 months 
after the termination of the war. Killed in 
committee. 

17 H, R. 6654, introduced by Mr. Gore, Feb. 
24, 1942. Killed in committee. 


John G. Herndon, Ph.D., is chairman of the Depart- 
ment of Government at Haverford College, Haverford, 
Pennsylvania. He has specialized in matters of taxa- 
tion and was secretary of the American delegation to 
the general meeting of governmental experts on double 
taxation at Geneva in 1928. He is author of Relief 
from International Income Taxation (1932), Your 
New Income Tax (1932), Our New Federal Taxes 
(1934), and as chief investigator for the Bureau of 
the Budget in 1936-37 he prepared a Study of the 
Federal Ownership of Real Estate and of Its Bearing 
on State and Local Taxation. 


Military Pensions 


By ALFRED G. BUEHLER 


HE return of the millions in the 

military service to their homes after 
the passing of the emergency created by 
World War II will occasion numerous 
social problems, among which may be 
the necessity of coming to a conclusion 
concerning the desirability for further 
remuneration to war veterans and finan- 
cial aid to their dependents. If the mil- 
lions in the armed forces, who come pri- 
marily from the farms and factories and 
other low income occupations with tre- 
mendous political importance, seek aid 
after the war because of unemployment 
or other contingencies, their voices will 
be heard by Congress, which has always 
listened attentively to the cries of war 
veterans for pensions and other consid- 
erations after their terms of service were 
over. 

The disabled survivors of World War 
If and the dependents of those killed 
and disabled as a consequence of mili- 
tary service are already being provided 
for by Congress. Will it also become 
imperative to pay out many billions of 
- dollars in pensions to those who become 
disabled after the war by age and other 
nonservice causes, and to their depend- 
ents? Or can the claims of the veterans 
be met by extending the benefits of the 
social security program, by furnishing 
life insurance at low rates, by a bonus, 
or by some other expedient which will 
forestall demands for pensions? How 
can we reach an equitable settlement of 
the claims of the veterans without a 
repetition of the abuses of earlier mili- 
tary pensions and subsidies? 


TYPES OF PENSIONS 


Military pensions are one form of re- 
muneration or aid to war veterans and 
their dependents which are given in a 
series of payments after the termination 


of military service. A distinction should 
be made between retirement allowances 
—or pensions—and other payments to 
those in the regular military establish- 
ments who are following a military ca- 
reer, and payments to those who enlist 
or are drafted only for the war emer- 
gency. Our serious social and fiscal 
problems have arisen from the necessity 
of meeting the claims of the large and 
vociferous group which filters into the 
military services merely for the duration 
of the war and which subsequently peti- 
tions for special benefits on the ground 
that it has served the Nation during the 
war. As long as we fight our .wars 
largely with forces recruited for the 
emergency from civilian ranks which 
may later become a powerful political 
factor in Congress, we may apparently 
anticipate popular demands for com- 
pensation to war veterans and their de- 
pendents beyond that furnished in the 
wages and salaries paid out during the 
conflict. 

It has been our custom to pay 
monthly disability pensions to those who 
suffer incapacitating injuries or illness 
because of military service. Later, pen- 
sions have been paid to those who be- 
came disabled after the war, even if 
their disabilities could not be traced to 
the war, on the ground that they were 
in need and that their service records 
gave them a claim against the Govern- 
ment. Eventually age became a meas- 
ure of disability. 

Pensions have also been given to wid- 
ows, dependent children, and dependent 
parents of those killed in action or dis- 
abled in military service. There have 
further evolved pensions to the depend- 
ents of veterans disabled by age and 
other disabilities not connected with 
their military records. 
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MILITARY PENSIONS 


TEHE REASONS FOR PENSIONS 


Our national pension system, which 
has been unique for its liberal payments 
and its broad coverage, has developed 
in response to demands on several 
grounds to remember those who risk 
their lives in military service. In our 
earliest wars, when conscription was in- 
practicable, pensions were promised to 
induce enlistments and to encourage the 
poorly paid volunteers to remain in the 
service and win the fruits of victory. 
The wages paid to the armed forces were 
meager, and it seemed equitable to give 
additional compensation in the orm of 
pensions, the payment of which was de- 
ferred until after the war. Pensions 
were also provided for the assistance of 
the disabled, the unemployed, and the 
aged veterans who would otherwise turn 
to begging, thieving, or other question- 
able pursuits if they were not cared for 
by the institutions of charity and pri- 
vate bounty. 

A very practical reason for the growth 
of American military pensions has been 
the political pressure of the groups of 
veterans who have quickly organized 
after every war and have besieged the 
congressional halls from the Revolu- 
tionary War down to the present time. 
The cries of these petitioners have been 
encouraged by the claim lawyers who 
have found a profitable business in se- 
curing benefits from the treasury for 
their clients, and also by the politicians 
who, eager for votes, have always been 
willing to lead a raid upon the public 
purse for the influential war veterans. 

When the treasury has overflowed 
with surplus revenues, the veterans have 
been on hand to share in the exnendable 
cash, and when the revenue stream has 
dwindled with hard times, the veterans 
have pressed their pleas to Congress to 
consider the plight of the needy and 
loyal servants of the people and tc re- 
lease funds which would be spent to 
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maintain necessary consumption and 
promote economic recovery. 

Military pensions and other aid to 
war veterans and their dependents have 
proved to be one of the most costly ex- 
penses of American warfare. We have 
supplemented our relatively large pay- 
ments for service during wars with rela- 
tively generous payments after hostili- 
ties have ceased. Our veterans and 
their dependents have fared far more 
liberally than veterans and war widows 
and war orphans in European countries. 
To the Federal pensions there have also 
frequently been added state pensions 
and other aid. When Johnny and Mary 
come marching home from service in 
World War II, they will come back with 
the knowledge that Uncle Sam has al- 
ways looked kindly upon postwar “‘divi- 
dends” in money or other benefits to 
those who have shared the labors and 
the risks of a great conflict. 


THE History or PENSIONS 


The national pension systems of mod- 
ern governments have gradually evolved 
over the centuries from such early prece- 
dents as the English pensions which 
were introduced by Parliament in the 
closing years of the reign of Queen 
Elizabeth, under county administration, 
for disabled soldiers and for those who 
had served over twenty years in the 
army. In our own country, the colonial 
governments assumed the responsibility 
for the care of disabled and needy vet- 
erans before the Revolution. The Con- 
tinental Congress, in organizing for the 
conflict with England, specified the pen- 
sion rates for the widows of those killed 
in service and for the disabled. Soon 
Congress promised a bonus of $80 to 
the enlisted men who remained in the 
service for the duration of the war and 
half pay for seven years after the war 
to the faithful officers. The states, 
which in some instances had introduced 
their own pension plans, were instructed 
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to pay the Federal pensions and to 
transmit their claims to the Central 
Government, which lacked the authority 
to enforce the pension system and to 
place it on an adequate basis. 

At the close of the war the officers 
of the Revolutionary army prodded 
Congress to take further action upon 
pensions. Their secret societies were 
quite active, and Congress was induced 
to offer a lump-sum settlement as a com- 
promise against their claims for con- 
tinued half pay. When the new Fed- 
eral Government came into operation in 
1789, Congress provided pensicns for 
the disabled veterans, and this was soon 
followed with pensions for the widows 
and orphans of officers. There gradu- 
ally emerged a national pension system 
out of the numerous laws which were 
passed as rather temporary expedients. 

In time, pensions were offered to all 
needy veterans of the Revolution who 
bad served for a specified term during 
the war. ‘This invited a -rush to the 
Treasury by many persons who feigned 
toverty, along with those in real dis- 
tress, and soon Federal funds were de- 
pleted. Many of the pensioners were 
dropped, only to be reinstated when 
they were found to be’in need. The 
pension laws had the effect of extending 
pensions for services rendered, instead 
of confining them to death and disability 
claims. In 1828 full payment for liie 
was authorized by Congress for the sur- 
viving enlisted men and noncommis- 
sioned officers who were qualified to 
receive the $80 bonus, and full payment 
was also granted to the officers who had 
earlier been promised half pay. Fur- 
ther, unmarried widows of servicemen 
were added to the pension lists, ard for 
123 years after the Revolution a stream 
of pensions was flowing out to the wid- 
ows of veterans. 

For those in the service of the Regu- 
lar Army and Navy, disability pensions 
were introduced soon after the Revolu- 
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tion. Later, pensions were provided for 
the widows and orphans of those who 
died as a result of service. Retirement 
allowances, or pensions, were also even- 
tually adopted for those in the regular 
service. 

The War of 1812, the Mexican War, 
the Indian Wars, the Civil War, and the 
Spanish-American War have produced 
pension legislation similar to that intro- 
duced after the Revolution. The pen- 
sion practices of the earlier wars were 
followed on a larger scale during and 
after the Civil War. Pensions payable 
only because of death or disability in the 
war were not sufficient to placate the 
veterans, who, as they became organized 
and were incited by claim agents and 
politicians, demanded pensions for all 
who had served honorably for at least 
three months during the war. After 
President Cleveland had vetoed one pen- 
sion bill, ‘President Harrison, in 1890, 
approved a measure to furnish pensions 
to veterans with a record of at least 
ninety days of honorable service who, 
for any reason, were unable to earn their 
livelihood. Pensions were also granted 
to the needy widows, orphans, and par- 
ents of veterans and to the women who 
had been employed by the Surgeon Gen- 
eral for a period of at least six months 
during the war. Eventually, in 1907, 
pensions were offered to all Civil War 
veterans according to their period of 
service and their age, regardless of their 
disability. Step by step the Civil War 
pensions were liberalized until nearly a 
million persons were placed on the pen- 
sion rolls. 


Penstons of World War I , 


With our entry into World War I 
there came a realization of the rising 
costs of the Civil War pensions and their 
attendant political problems, and the 
Treasury and Congress were determined 
to avoid, if possible, a repetition of what 
were believed to be the mistakes of our 
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previous pension legislation. Pensions 
were to be obviated in large measure by 
a new system of compulsory allotments 
for dependents and a system of volun- 
tary life insurance. Death and disz- 
bility benefits, of course, were provided 
through a system of pensions for the 
widows, children, and dependent parents 
of those losing their lives in the service 
and for the disabled veterans, along with 
hospitalization and other aid, but it was 
hoped that pensions for nonservice disa- 
bilities and for old age would be made 
unnecessary for those joining the mili- 
tary forces for the war period. The pen- 
sions for the veterans of the earlier wars 
were continued, however, along with 
the retirement benefits for those in tae 
regular military establishments. 

In 1920 the Veterans’ Bureau was 
created for the purpose of co-ordinating 
the administration of the various pen- 
sions then being paid out and the other 
services provided for veterans. The 
movement to vote bonuses to war vet- 
erans and to increase their pensions was 
halted in 1933, when the depression re- 
duced Federal revenues and brought in 
the new Democratic administration 
which sought to redeem its promises of 
economy in Federal spending and there- 
fore asked for restricted pension pay- 
ments. Like the first economy wave in 
pensions, which occurred in 1820, the 
economies of a decade ago were related 
to depression problems, and the reduc- 
tions which resulted were only tempo- 
rary. 

Thus far the country has escaped the 
necessity of paying pensions to all the 
veterans of World War I who have 
reached an advanced age, but we have 
developed, with frequent revisions, a 
rather complex system of pensions for 
the disabled and for the dependents of 
the veterans of that war. Those who 
suffer from disabilities incurred in or 
aggravated by war service are entitled 
to receive benefits which range from $8 
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to $275 a month, according to the na- 
ture and degree of disability. Non- 
service disability pensions of $30 a 
month are allowed to those who served 
at least ninety days honorably, if the 
disability suffered, which must be total 
and permanent, has not resulted from 
misconduct and if the person has an in- 
come of not over $1,000 if single or 
$2,500 if married. Pensions are further 
provided for the dependent widows, chil- 
dren, and parents of those who died in 
service and for the widows and children 
of veterans who died of disabilities in- 
curred in or aggravated by the war. 
The pensions for World War I service 
are thus gradually being liberalized 
along the lines of the Civil War and 
Spanish-American War pensions, and 
pensions may yet be given to all vet- 
erans who reach a certain age and to 
their dependents. 

Certain pensions have already been 
provided for service in the present war 
against Germany, Italy, and Japan. 
Disability pensions are the same as those 
prevailing for World War I, and pen- 
sions will also be paid to the widows and 


` dependents of those who lose their lives 


in the service. 


THe Costs or PENSIONS 


The costs of American military pen- 
sions have mounted with increasing rates 
of benefit and with the additions of large 
numbers of veterans and their depend- 
ents to the pension rolls. Unlike the 
European countries, we have not limited 
pensions to those disabled by war and 
their dependents, and the dependents of 
those who die in service. European pen- 
sion costs have risen to a peak soon 
after a war, while our costs have steadily 
risen as the years of peace are prolonged. 
We may agree with the statement in the 
Servicemen’s Handbook, issued during 
World War II: “The veterans of wars 
from the Revolution onward have been 
treated progressively more generously.” 
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TABLE 1—Mmurrary Pensions, 1790-1942 
(In millions of dollars) 
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War, as Table 1 indicates, but the pen- 
sions growing out of World War I are 





Revolutionary War 70.0 rising rapidly.* 
ete AS stein aie In the fiscal year 1942 the Veterans 
Mexican War. 61.5 Administration paid out 431 million 
Civil War.... ... . 8,007.1 dollars in military pensions, including 
Spanish-American War . 1,792.6 nearly 264 millions for World War I, 
bibl Ma A e T nearly 126 milions for the Spanish- 
or ar il...’ . * 
Regular Eetabishaicnt ~. 293-6 American War, and smaller amounts for 
Tacas hede oeaan a xc. 165 other wars. Pensions for World War II 
Maintenance and expense .. 153.1 were already creeping into the record, 
Total pension costs. $15,078.9 although they were only $200,000. The 
a $200,000. distribution of pensions and the num- 
TABLE 2—MILITARY: PENSIONS, 1942 
Number of Pensioners Disbursements during fiscal year 
June {In mulhons of dollars) 
Occasion 
Tot | ERIM, | Dependents | Tota | Pia | To, 
Grand total 859,694 | 623,659 | 236,035 | $431.2 $320.3 $110.9 
War of 1812 1 = Í 0.0° 0.0 0.0% 
Mexican War. . 95 — 95 0.05 0.0 0.0% 
Indian Wars 5,389 1,713 3,676 2.6 is 1.3 
Civil War... .. 38,689 975 37,714 19.5 1:3 18.2 
Spanish-American War. .| 209,833 | 146,886 62,947 125.7 102.7 23.0 
World War I . | 550,929 | 432,409 118,520 263.9 199.4 64.5 
World War HI. : 1,246 93 1,153 0.2 0.0 0.2 
Regular Establishment: 53,512 41,583 11,929 19.3 15.6 3.7 
e $240.00. è $54,966.34. e 211,913.32, 


This congressional document expresses 
the American pride in its liberal mili- 
tary pensions and holds out the hope 
of still larger benefits for service in 
World War I ý 

The total Federal disbursements for 
the relief of war veterans and their de- 
pendents had reached a total of 25 bil- 
lion dollars by June 30, 1942, including 
15 billion dollars in pension costs and 
10 billion dollars for adjusted compensa- 
tion, insurance, and other benefits. The 
costs of military pensions, as reported 
by the Administrator of Veterans Af- 
fairs, have arisen largely from the Civil 


1 Handbook for Servicemen and Service- 
women of World War II and Their Dependents 
(H. Doc. 822, 77th Cong., 2d sess., 1942), p. 64. 


ber of pensioners are indicated in Ta- 
ble 2. 


Tee PRINCIPLES oF PENSIONS 


Are pensions to war veterans and 
their dependents, which are fixed by 
political expediency, an outmoded 
method of meeting the claims of finan- 
cial remuneration and aid after the 
war? It is taken for granted by all 
observers that disability benefits will 
be provided for those who are incapaci- 
tated in the war and for their depend- 

2 The data are summarized from Administra- 
tor of Veterans Affairs, Annual Report, 1942, 
pp. 90-96, 

8 From Annual Report, Administrator of 
Veterans Affairs, 1942, p. 22. Data are given 
in round numbers. 
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ents; that death benefits will be paid to 
the dependents of those who lose their 
lives because of military service; and 
that medical, vocational, and rehabilita- 
tional aid will be given aiter the war 
to those who are mentally or physically 
damaged because of the conflict. Here 
the economy-minded would stop, with 
the reminder that the public revenues 
are limited and that military service 
does not confer a privileged status upon 
those who share it which entitles them 
to special benefits when they reach a 
certain age or are incapacitated from 
nonservice disabilities. Those who wish 
to keep pensions and other aid to a mini- 
mum will also argue that military serv- 
ice is a responsibility for all those who 
are physically and mentally able to as- 
sume it, that the American remunera- 
tion for war service is very liberal, and 
that no further claims should be pre- 
sented by those who come out of the 
war in good health. 

At the other extreme, others may 
press for large and continuous payments 
to war veterans and their dependents be- 
cause this is a privileged group to which 
society can never fully repay its debt 
for services rendered, and which is en- 
titled to lifelong financial benefits for 
its sacrifices in wartime. Between these 
two extremes may be found a course of 
action which will neither harshly ignore 
the responsibilities of society to those 
who offer their lives for its preservation 
nor create the opportunity to exploit the 
claims of the veterans through so-called 
pension rackets and pressure politics. 

The principle has become established 
that military service is a universal duty 
of those who are physically and men- 
tally qualified to accept it, and that this 
group will have to bear the brunt of the 
battle directly against the enemy and 
assume also the risks and necessary sac- 
rifices which this service involves. Those 
in war service are generally the younger 
population, those best able to endure 
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physical risks during the war and to 
adapt themselves after the war to the 
new situations it creates. 

It is incumbent upon society, how- 
ever, to make certain that those in the 
military service are not exploited for 
the advantage of those who stay at 
home and perhaps gain rising incomes 
as a result of the war prosperity. The 
rate of remuneration for military service 
should be comparable with that paid to 
those with similar qualifications in agri- 
culture, commerce, industry, banking, 
and the professions. This will mean 
that the incomes of those who remain 
at home will not be permitted to rise 
excessively, and that they will be bur- 
dened with heavy taxation. Since war 
must be fought with human sacrifices, 
these should be shared equitably by all 
of the population. 

If the remuneration for military du- 
ties is fair and adequate and if death 
and disability compensation are pro- 
vided in conjunction with a program of 
aiding war veterans to find suitable em- 
ployment after the war, it should not 
be necessary to furnish special pensions 
for aged veterans and those suffering 
from nonservice disabilities and their 
dependents, particularly in view of the 
fact that we now have a social security 
program with a coverage which may 
soon be broadened. 


PENSIONS AND SOCIAL INSURANCE 


This is the first American war which 
has been fought during a period when a 
national social insurance program was 
in operation, with its old-age, unemploy- 
ment, and other benefits. As yet we do 
not have a national system of health, 
accident, and life insurance, and our 
present social insurance is limited to a 
part of the population.. If this insur- 
ance should he extended to those en- 
gaged in all occupations and professions, 
those entering the war service could also 
be covered and could become eligible 
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for the unemployment, old-zge, and 
other benefits paid to the rest of the 
population. Such a step would be a 
logical extension of a program of social 
insurance for the total population which 
would go a long way toward removing 
the economic reasons for complaint by 
the war veterans that society had failed 
to provide for their needs, and there 
should remain little or no cause fcr spe- 
cial additional pensions. The problem 
will remain, however, of quieting the dis- 
gruntled elements which feel that special 
favors are always warranted for those 
who serve in the military branches, and 
which are perhaps tempted to win the 
political patronage of the influential vet- 
eran group with the bait of larger pen- 
sions. 

If the social security program is am- 
plified to provide for those in the mili- 
tary service, many details will have to 
be settled after careful study. Should 
the new social insurance start at the 
time the military service beginsr If the 
remuneration received in the service is 
less than that obtained before it began, 
should the Government make up the dif- 
ference in the payments to the social 
security accounts? Should the Gevern- 
ment contribute only the customary em- 
ployer’s share of the pay-roll payments? 
If the Government pays the employer’s 
contribution, should the payments to the 
credit of the individuals covered be 
made each month, or should a tump- 
sum settlement be provided after the 
war to simplify the administration? The 


t Under the topic “Plans for Social Security,” 
the National Resources Planning Board, in its 
report submitted to Congress on March 10, 
1943, made the following recommendations: 
“Extension of coverage of old-age and sur- 
vivors insurance and continuing efforts to pro- 
vide more adequate minimum benefits.” ‘“Pe- 
riods of involuntary unemployment, sickness 
and military service should not impair eligi- 
bility for and amount of benefits.” “Adequate 
measures to ensure the security of those serving 
in the armed forces and their families.” 
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underlying questions would have to be 
faced: How could the social security 
program provide for the war veterans 
and their dependents without forcing 
them to suffer a reduction of benefits 
because of their military service, with 
its possible lower compensation and the 
discontinuance of payments to the social 
insurance accounts when the military 
Service started? At the same time, 
how may we avoid penalizing the non- 
military population and not withhold 
from it the generous social security con- 
cessions which are granted to those in 
the service? 


CONCLUSIONS 


There is no entirely satisfactory way 
to equalize the costs of war among the 
population. Some serve in the military 
branches, others remain at home; and 
those who go forth to war do not serve 
with equal risks and responsibilities for 
uniform terms, nor do they suffer 
equally from the ravages of war upon 
their health, their opportunities, and 
their incomes. 

The rewards to the war veterans, dur- 
ing and after the conflict, will have to 
depend in large measure upon the re- 
sources of society available for com- 
pensation. Unlimited pension claims 
cannot be met. On the other hand, the 
sacrifices of war should be distributed 
fairly among those who remain behind 
as well as among those who go away to 
war. 

The war veterans and their depend- 
ents do have a claim against society 
when they are in need because of disa- 
bility, death, or other unfortunate cir- 
cumstances. The responsibility of so- 
ciety for the economic security of its 
members is not confined to those en- 
gaged in military duties, however. 
Rather, the responsibility for this group 
is but a part of the larger responsibility 
to provide for all those suffering from 
infirmities and meager incomes. To 
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meet these responsibilities it will be nec- 
essary to produce a greater national in- 
come and to set aside ample resources, 
by government as well as by private 
action, in order to meet the contingen- 
cies of unemployment, old age, and other 
hazards. 

It will be desirable to minimize the 
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evils of “pension politics” by planning 
now to provide for the future economic 
needs of the war veterans and their 
dependents. If the Nation extends its 
social insurance program to the popula- 
tion in general, its benefits should also 
be granted to those serving in the nu- 
merous military responsibilities. 


Alfred G. Buehler, Ph.D., is professor of public 
finance at the University of Pennsylvanta, Philadel- 


phia. 


He is the author of Public Finance (second 


edition, 1940) and other books and articles on gov- 


ernmental finance. 


Unemployment Insurance and the Returning 
Serviceman 


By Wuru{Įm H. WANDEL 


N HIS report on the state of the Na- 

tion to a joint session of both houses 

of Congress-on January 7, 1943, Presi- 
dent Roosevelt stated: 


The men in our armed forces want a 
lasting peace, and, equally, they want per- 
manent employment for themselves, their 
families and their neighbors when they are 
mustered out at the end of the war.... 
When you talk with our young men and 
women you will find that with the oppor- 
tunity for employment they want assurance 
against the evils of all major economic haz- 
ards—assurance that will extend from the 
cradle to the grave. This great Govern- 
ment can and must provide this assurance. 


On March 10, 1943, the President 
sent to Congress his recommendations 
for legislation to provide this “assurance 
that will extend from the cradle to the 
grave,” 


NEED FOR PROVISION FOR SERVICEMEN 


Although the Selective Service Act 
makes provision for re-employment of 
men from the armed services in their 
old jobs at the end of hostilities, it is 
probable that many of them will not 
have their jobs to return to, because of 
the changes that have occurred in our 
economy since the beginning of the war. 
In addition, many men in the armed 
services have no previous work history 
(especially since Selective Service has 
been applied to youths of 18 and 19 
years of age) and thus have no job to 
return to. In carrying out the Presi- 
dent’s program it is essential that some 
provision be made for the returning 
soldier and sailor during periods of un- 
employment following demobilization. 

Regardless of whether there will be 


a serious depression at the end of the 
war or merely a period of readjustment 
during which the economy shifts from 
wartime to peacetime needs, this re- 
conversion period will throw millions of 
people temporarily out of employment. 
In this period as many as forty million 
civilians may be protected by state un- 
employment insurance laws. Soldiers 
and sailors may also need protection 
until they nd jobs and have earnings 
sufficient to qualify for benefits under 
those laws. Even if they are granted a 
dismissal wage or a bonus, as after the 
last war, to help re-establish themselves 
in civil life, such provision will only be 
sufficient to buy civilian clothes or ob- 
tain a needed rest; it will not aid them 
if they are unable to secure work. 
There is already evidence of the de- 
sire of the American people to make 
provision for payments to the service- 
man beyond his term of service. Among 
the various forms proposed for such 
payments are bonuses, compensation 
during retraining, payment of regular 
service compensation beyond the term 
of service, government loans and subsi- 
dies, and dismissal compensation. Un- 
employment insurance is unique in the 
fact that its benefits would not be paid 
simply by reason of service in the armed 
forces of the United States, but would 
be paid only with respect to periods in 
which the individual, though able and 
available for work, is involuntarily un- 
employed because of lack of opportunity 
for suitable work. While, therefore, 
payments made to the serviceman as 
an absolute right for a period beyond 
his term of service might make the pay- 
ment of unemployment insurance bene- 
fits unnecessary within that pertod, the 
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lump-sum bonus or the conventional 
dismissal-compensation payment would 
not perform the same function as un- 
employment insurance. 


STATE UNEMPLOYMENT INSURANCE 
PROVISIONS 


All states, together with the District 
of Columbia, Hawaii, and Alaska, have 
laws affording unemployment insurance 
protection to wage earners in the normal 
industrial population who are able to 
meet certain conditions of eligibility 
designed to demonstrate their attach- 
ment to the labor market. Forty-five 
of these state laws now provide for the 
“freezing” of the benefit rights of elgi- 
ble wage earners who entered the mili- 
tary services subsequent to some speci- 
fied date in 19401 Although these 
freezing provisions expire this year in 
nineteen states, it may reasonably be 
expected that they will be extended in 
these states and that states which have 
not yet enacted such provisions will do 
so this year. 

The state freezing provisions were 
enacted, for the most part, in the early 
months of 1941, prior to our entry into 
the war and at a time when there was 
no public expectation that our armed 
forces would exceed two million men. 
At that time employers generally had 
accepted, as reasonable and feasible, the 
policy of assuring trainees equivalent 
employment after their discharge from 
service, because it was believed that the 
period of training for any individual 
would be one year. Briefly, then, the 
state freezing provisions were prima- 
rily measures for the temporary pres- 
ervation of rights to unemployment 
insurance for the covered industrial 
population which had some reasonable 


1 As of March 15, 1943, the earliest effective 
date of entry into military service varied from 
January 1 to October 1, 1940; in a few laws 
it is not specified. 
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expectation of being able to resume 
employment within a short time after 
discharge from military service and even 
within a relatively short time after 
having left their previous work. 

Although the Bureau of Employment 
Security of the Social Security Board 
prepared draft freezing provisions and 
assisted some of the state unemploy- 
ment insurance agencies in the prepara- 
tion of amendments to the state laws, 
it cannot be said that the state freezing 
provisions were an expression of any 
national policy. 


CERTAIN CHARACTERISTICS 


Speaking generally, the state freez- 
ing provisions, by their very nature as 
extensions of state law, have certain 
characteristics. Benefit rights for the 
demobilized soldier generally will de- 
pend upon the benefits payable under 
the state law based upon previously es- 
tablished wage credits. This means, 
perhaps most importantly, that even if 
all state laws preserved the benefit 
rights of all mdividuals previously cov- 
ered by the law, only approximately half 
of the demobilized men could expect to 
be entitled to any benefits. Because of 
the exclusion of workers in agricultural 
employment, domestic service, small es- 
tablishments, and a few other cate- 
gories, fewer than two-thirds of workers 
between the ages of 18 and 35 in 1940 
were covered by state unemployment 
insurance laws. Further allowance must 
be made for the greater proportion of 
occupational deferments among covered 
wage earners and for the fact that some 
of the covered workers were unemployed 
at the time of induction and‘ had drawn 
all or a substantial proportion of the 
benefits to which they were entitled. 

Another effect of basing unemploy- 
ment insurance rights for the returning 
soldier on benefit rights established by 
state law is that the weekly benefit 
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amounts payable and the period for 
which they will be payable will differ 
substantially as between different indi- 
viduals in the same state and as be- 
tween individuals in different states. 
Regardless of the interval which may 
elapse between the date of the indi- 
vidual’s last industrial employment and 
the date of his discharge from the armed 
forces, his weekly benefit will be re- 
lated to his earnings within some por- 
tion of a year preceding his entry into 
the military services. Likewise. the 
length of the period for which he can 
draw benefits will depend on his earn- 
ings during a period, usually a year, 
prior to his entry into the military serv- 
ices. Furthermore, if a “benefit year” 
was current at the time of his induction, 
the amount of any benefits already paid 
will usually be deducted from the total 
amount of benefits payable to him. 

Under existing state unemployment 
insurance laws, identical wages will not 
give a claimant identical] or even similar 
benefit rights in different states. With 
the same wage credits, a claimant’s 
weekly benefit amount might be twice 
in one state what it would be in an- 
other, and the total amount of benefits 
to which he would be entitled might be 
three times that to which he would be 
entitled in another state. Little cr no 
relation exists between economic levels 
of the various states and the total 
amount payable under those laws. 

It may be questioned whether the 
provisions preserving the benefit rights 
of servicemen under state laws will pro- 
vide benefits in amount and duration 
that will satisfy sufficiently the coun- 
try’s obligation to these men. Under 
only eighteen state laws can benefits 
possibly be payable for more than six- 
teen weeks. In thirteen states the 
weekly benefit for weeks of total un- 
employment has currently averaged less 
than $10. Assuming that the immedi- 
ate postwar period is characterized by 
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fairly rapid conversion to peacetime 
production and the unemployment of 
ex-servicemen is of short duration, the 
average duration of benefits might be 
ten to twelve weeks. Even under such 
circumstances, probably as many as 40 
or 50 per cent would exhaust all benefit 
rights prior to re-employment. Their 
average. weekly benefit would approxi- 
mate $13. Should the postwar period 
involve not only dislocations resulting 
from conversion to peacetime produc- 
tion, but also the beginning of a cyclical 
decline, the proportion of ex-servicemen 
exhausting all rights to benefits un- 
doubtedly would increase and there 
would be considerable periods of un- 
compensated unemployment because of 
the limitations on maximum duration 
of benefits incorporated in state laws. 

Somewhat incidental to the above is 
the fact that the necessity for basing 
benefit rights on previous wage credits 
has meant for the state administrative 
bodies a serious problem of the identi- 
fication and preservation of the wage 
records for those entering the military 
services. This is true in spite of the 
exercise oI considerable ingenuity in 
reducing the size of the problem, and 
the possibility of relying in large part 
on the wage records of the Bureau of 
Old-Age and Survivors Insurance of the 
Social Security Board. 


Currer DEFICIENCIES 


In summary, then, the chief deficien- 
cies of any mere preservation of rights 
under existing state systems in provid- 
ing unemployment insurance for the re- 
turning soldier is that it probably does 
not protect many more than one-half 
of the individuals in the armed serv- 
ices, the protection afforded is not the 
same or even similar for all members 
of the armed forces, and the amount 
and the duration of the benefits payable 
are lower than would probably be ac- 
cepted by the American people as at 
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least a partial discharge of their re- 
sponsibility to the demobilized scldier. 

This, of course, is not a criticism of 
the state systems. It is simply a state- 
ment of the limitations of the state pro- 
visions which were recognized when they 
were enacted. It may be said that the 
protection afforded by the state laws 
goes some distance in filling a need for 
which there is not now any other provi- 
sion. Pending positive and more com- 
prehensive action on the problem on 
some national basis, the states appear 
to have taken the only course open to 
them, namely, to assure at least that 
those individuals who were covered by 
their unemployment insurance laws do 
not, by reason of their service to their 
country, lose the rights to benefits to 
which they were entitled at the time of 
their entry into the armed services. The 
action taken by states has been dictated 
by considerations of equity as well as 
of patriotism. 

Some of the states have already pio- 
neered with further provisions. Prior to 
this year, one state provided for credit- 
ing to all servicemen who were resi- 
dents of the state at the time of their 
induction a uniform amount for each 
calendar quarter of military service, 
thus assuring a high degree of uni- 
formity in benefit amount and duration. 
Another state would pay a uniform 
benefit rate and a uniform potential 
total amount of benefits to any indi- 
vidual who earned at least a certain 
amount in covered employment in the 
year preceding his induction. This year 
another state amended its original pro- 
vision so that now for each calendar 
quarter of the base period spent in mili- 
tary service an ex-serviceman is credited 
with a uniform amount provided he 
earned in insured work a specified sum 
in the year preceding his entry into the 
armed forces. 

While there is evidence that people 
concerned with state legislation are 
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aware of the limitations of the mere 
preservation of existing benefit rights, 
there is also recognition of the problems 
involved in (1) the provision of reason- 
ably adequate benefits and (2) the ex- 
tension of protection to all who have 
been inducted into the military serv- 
ices.? With respect to the first, it may 
be questioned whether states can rea- 
sonably be expected to provide for ex- 
servicemen benefits in excess of the 
maximum (or even the average) ordi- 
narily payable to wage earners covered 
by their laws. Yet it may be acknowl- 
edged that the maxima now provided 
in state laws, particularly with respect 
to duration, are probably below what 
any national policy would dictate for 
the protection of returning soldiers. 
The second problem is nevertheless the 
more difficult. Existing state unemploy- 
ment insurance funds were not financed 
to carry the liability for the payment 
of benefits for a large segment of the 
state population with respect to whom 
contributions have not been and will 
not be paid. This difficulty may be 
removed to the extent to which states 
are willing to make direct contributions 
to pay for such “uncovenanted” bene- 
fits. However, this raises another ques- 
tion which has been asked by some state 
unemployment insurance administra- 
tors: Will the payment of special “un- 
covenanted” benefits through the estab- 
lished state unemployment insurance 
system endanger the integrity of a sys- 
tem that establishes rights to benefits 
only on the basis of previous service in 
covered employment and which is 


2 The National Resources Planning Board, 
in its “Plans for Transition from War to 
Peace,” submitted by the President to Con- 
gress on March 10, 1943, says: “. . . protec- 
tion of the insurance rights of servicemen, 
under our social insurance systems, not only 
for those who left covered occupations to enter 
service, but for those who enter covered occu- 
pations after the war, must be guaranteed.” 
New York Herald Tribune, March 11, 1943. 


140 


financed by a tax on wages paid in such 
covered employment? 

There is very widespread opinion that 
the establishment and financing of un- 
employment insurance protection to the 
returning soldier is a responsibility of 
the Federal Government, because the 
protection will be given in considera- 
tion of services rendered to the country, 
and also because the protection should 
be uniform as to all members of the 
armed forces and should be related to 
other measures which the National 
Government may reasonably be ex- 
pected to take in assuring the prompt 
assimilation of its demobilized forces 
into our postwar economy. 


British EXPERIENCE 


In England, ever since 1935 some 
unemployment insurance protection has 
been extended to members of the armed 
services. A few months after the war 
began, it was decided to put all mem- 
bers of the armed forces, apart from 
officers, in an identical position. At the 
conclusion of military service, all men 
in the forces are to be credited with a 
uniform number of unemployment in- 
surance contributions, regardless of the 
length of time spent with the forces or 
of previous insurability. Women mem- 
bers and officers of auxiliary forces are 
also covered. The Government, as em- 
ployer, pays the insurance contributions 
for the period of military service, the 
employee contribution being waived. 
The Beveridge report makes no recom- 
Mmendation with respect to unemploy- 
ment benefits for ex-servicemen, and 
presumably the policy outlined above 
would continue. The ex-soldier would, 
of course, have the advantage of the 
larger weekly benefit amount and in- 
definite duration proposed in the Beve- 
ridge plan and would be eligible for 
the proposed training benefit, on the 
same basis as those eligible for benefits 
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based on contributions with respect to 
industria] or agricultural employment. 
Unemployment insurance benefits in 
England are, of course, paid in flat uni- 
form amounts, with additional uniform 
allowances for dependents, and are pay- 
able for thirty weeks with additional 
days for those with records of long 
previous employment. 


PROPOSED FEDERAL LEGISLATION 


In this country, a number of bills 
were introduced in the last session of 
Congress which would have provided 
for “unemployment allowances” for ex- 
servicemen; others have been intro- 
duced in the current session. Two ex- 
amples are the Eliot bill (H. R. 7534), 
introduced September 9, 1942, which 
received a considerable amount of pub- 
lic attention, and the Green bill (S. 
281), introduced January 11, 1943. 
These bills would have provided an “un- 
employment compensation allowance” 
for each honorably discharged indi- 
vidual who had completed at least 
ninety days of military service prior 
to one yeer after the termination of 
the war. The basic weekly allowance 
would have been $16, with supple- 
mentary weekly allowances for depend- 
ents up to a maximum of $7.00 for three 
or more dependents. The maximum 
amount of benefits allowable would have 
been twenty-six times the weekly pay- 
ment. Neither bill provides, on its face, 
for any direct relationship to any other 
work or training program. 


Basic PROBLEMS 


Certain major problems are inherent 
in any attempt to provide unemploy- 
ment insurance protection to the re- 
turning soldier on a national basis. One 
is the level at which the benefit amount, 
adjusted as desired for the existence of 
dependents, should be pitched. Even 
if it were desirable to set the benefit 
amount for each individual in relation 
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to his rate of earnings in civilian em- 
ployment, it would be impracticable to 
do so because of the lack of records 
of previous earnings for a substantial 
proportion of the members of the armed 
forces. However, there are difficulties 
in setting a uniform rate because of 
the close relationship that should exist 
between the benefits and the going rate 
of wages for work which is suitable for 
the individual, since the benefits are 
only, an alternative for such income. 
This problem becomes particularly acute 
when benefits are payable for periods 
in which the claimant is performing 
some services but for less than full time 
and for wages that are less than he 
could draw in benefits. In such cir- 
cumstances, the lack of a relationship 
between the individual’s rate of earnings 
and his benefit rate may result in some 
real anomalies; and yet, to fail to pay 
benefits in such circumstances is to 
place a premium on total unemploy- 
ment. Incidentally, the adjustment of 
the benefit rate to past earnings would 
not necessarily remove this problem 
since there may be little relationship 
between what an individual was able 
to earn prior to his induction and what 
he is able to earn after his discharge. 
While these problems as a whole may 
not seem significant, some anomalies 
that may arise from their existence 
should not come as a surprise to Con- 
gress or to the public. 

A second major problem is that of the 
length of the period over which the 
individual should be entitled to draw 
benefits. Probably it should be long 
enough to afford him an opportunity to 
acquire unemployment insurance rights 
under a permanent system, which would 
be not much less than eighteen months. 
Consideration of this problem, perhaps 
more than of any other, emphasizes the 
stop-gap or transitional nature of any 
plan for unemployment insurance pro- 
tection of ex-servicemen. 
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Another problem is the limitation 
which’ should, or must, be placed on 
the total amount of benefits payable 
to an individual. Should he be entitled 
to benefits for any period of unemploy- 
ment within the period during which 
he is protected? Or should the limit 
be the equivalent of benefits for fifty- 
two weeks of total unemployment; or 
twenty-six weeks?* Should there be 
additional tests of eligibility, such as 
willingness to take training, after a 
certain number of weeks of unemploy- 
ment? These questions are hard to 
answer except in the light of some 
pretty good guessing as to the extent 
of involuntary unemployment which is 
likely to be experienced by those being 
demobilized, and a knowledge of the na- 
ture of concurrent programs which will 
be set up to facilitate their employment. 

Presumably any law establishing un- 
employment insurance rights for the 
armed forces will preclude any claimant 
from drawing benefits under two sys- 
tems simultaneously. Should there be 
some order of precedence, or should the 
individual be left with freedom of choice 
in case he is eligible under two systems 
at the same time? If the latter, should 
any benefits paid under another system 
be deducted from the total amount to 
which he would otherwise be entitled? 
Such deduction would discourage the 
extension of rights under the state sys- 
tems to compensate individuals for their 
more extended periods of unemployment. 


If unemployment insurance is a sound 
device for discharging a social responsi- 
bility to individuals who are deprived 
of suitable income-producing work, it 
would seem to be a particularly appro- 


3 The National Resources Planning Board, 
cited in note 2, recommends: “The duration 
of benefits should be extended to twenty-six 
weeks and should be uniform for all eligible 
workers,” 


142 Tare ANNALS OF THE AMERICAN ACADEMY 


priate mechanism for application to the the guarantee of some compensation 
returning soldier, who, having been when his country is unable to supply 
withheld from peacetime occupations him with suitable work in the world he 
because of his country’s need, deserves fought to protect. | 


Wiliam H. Wandei, Ph.D., ts chief of the Adminis- 
trative Standards Division of the Bureau of Employ- 
‘ment Security, Social Security Board. He has served 
as research associate in economic theory at the Insti- 
tute for Research in the Social Sctences, University 
of Virginia, and as economic adviser, National Re- 
covery Administration. He is co-author of The Social 
Security Act in Operction (1937) and other books tn 
the fields of private and soctal insurance. 


Land and Homes for Returning Servicemen 
By Davin T. ROWLANDS 


HE practice of according special 

privilege to military men for the 
special service rendered their country 
in times of war has been employed in 
some form by practically every country. 
Traditional among the perquisites ex- 
tended the veterans of wars is the grant 
of land or some special advantage in the 
ownership of land acquired by them in 
private transactions. 

The purposes and the forms of the 
grant or aid extended the soldier have 
varied with the political and economic 
position of his government, and the ex- 
tent and the pattern of aid given have 
been a reflection of its attitude toward 
the problem of rehabilitating the soldier 
on his return to civilian life, Fre- 
quently a government has treated the 
land grant from the point of view of 
getting its land settled, thereby extend- 
ing its influence as a nation, rather than 
from the point of rehabilitating the scl- 
dier. Such a point of view is neither 
logical nor just. It is especially illogical 
in an economy which is built on indus- 
trial specialization and in which most 
of the servicemen have been wrenched 
from a complicated urban life. Even in 
agricultural economies, the land grant 
has been of dubious merit where govern- 
ments have failed to recognize the prob- 
lems of the soldier in rehabilitating him- 
self in civilian life, 


PREVIOUS EXPERIENCE WITH 
LAND GRANTS 


A significant test of the effectiveness 
of land grants in rehabilitating the sal- 
dier should be his ability to settle, use, 
and hold the land granted him. In the 
decade following the Mexican War, mili- 
tary bounty locations were granted 
freely, and the warrants so issued could 
be sold and assigned by the soldier 
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holder. According to the Commissioner 
of the General Land Offce, the files 
and records of his office showed that 
fewer than one in five hundred of the 
land warrants issued and placed in the 
hands of the soldiers or their heirs were 
“located” by them or for their use and 
benefit. Most of these warrants were 
used by purchasers who acquired them 
for speculative purposes. 

During World War I the Australian 
Government launched a program under 
which the states were to undertake the 
work of settling on the land returned 
soldiers and munition and war workers. 
The Commonwealth was to supply each 
settler with working capital up to £500 
for improvements, implements, and seed, 
and up to £375 for resumptions and 
works incidental to settlement which the 
Commonwealth Government would ap- 
prove. Loans were advanced to the 
settlers by the states at interest rates 
not to exceed 3.5 per. cent in the first 
year, increasing by 0.5 per cent in each 
subsequent year until the interest rate 
should equal the full rate of interest plus 
working expenses paid by the Common- 
wealth in raising the necessary loans. 
As of June 30, 1939, more than one-half 
of the grants made in New South Wales, 
approximately one-third of those in Tas- 
mania, and nearly three-fourths in West- 
ern Australia had been either transferred 
or abandoned by the soldier settlers? 
Comparable figures are not available for 
Victoria, Queensland, and South Aus- 
tralia, but it can be stated with cer- 
tainty that over one-third of the grants 
made in Victoria were either transferred 
or abandoned by soldier settlers. 

1 Cited by Benjamin Horace Hibbard, A 
History of the Public Land Policies (New 
York: The Macmillan Co., 1924), p. 127. 


2 Offcial Year Book of the Commonwealth 
of Australia, 194C, pp. 87-88, 


+ 
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The land settlement program of Can- 
ada, embodied in the Soldier Settlement 
Act of 1918, made land settlement avail- 
able to any member of the Allied forces. 
The settler was charged 5 per cent on 
all advances made to him in settling the 
land. Approximately 25,000 soldier set- 
tlers took up land. Of these, only 3,118 
remained on their land as of March 31, 
1941.2 Two thousand seven hundred 
and fifty had paid off their loans, 884 
had sold out their equities, and 13,041— 
more than half the total number of set- 
tlers—had abandoned the scheme either 
voluntarily or by notice. 


ATTITUDE OF CANADA AND 
New ZEALAND 


In view of this record of failure to 
achieve permanent settlement, it is ap- 
propriate to question whether land 
grants can serve a useful function in 
the readjustment of military men upon 
termination of service. Programs al- 
ready formulated by Canada and New 
Zealand indicate a firm faith in the 
value of ownership of land and homes 
as a means of rehabilitating the soldier. 
Despite admitted failure of the plan 
provided under the Soldier Settlement 
Act of 1918, Canada will extend assist- 
ance to its military men who wish to 
settle on the land as their sole means 
of livelihood, and also to those who take 
up small holdings as a home but whose 
income is derived in the main from em- 
ployment unrelated to the cultivation of 
the land. New Zealand’s program 
makes provision for assisting soldiers 
to settle on land or to acquire farm or 
suburban homes. 

In both instances, three basic prem- 
ises have been adopted, to wit: (1) 
the community owes the serviceman as- 
sistance in establishing a home for him- 


8 Hon. Ian A. Mackenzie, Minister of Pen- 
sions and National Health, Canada, House of 
Commons Debates, Vol. LXXX, No. 48, April 
20, 1942. 
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self; (2) the average veteran under 
typical conditions cannot be expected 
to provide a living for himself and his 
dependents if the property he is trying 
to acquire is overburdened with debt; 
and (3) the schedule of payments re- 
quired in the early years of his contract 
with the government must be sufficiently 
flexible to accommodate the special con- 
ditions he encounters in returning to a 
self-sustaining basis in civilian life. 

Thus, in accepting these principles, 
Canada and New Zealand have demon- 
strated that they accept the theory that 
a home is a vital means of rehabilitation. 
More important, however, they accept 
as a primary obligation, positive re- 
sponsibility for developing a solution to 
the returning serviceman’s personal 
problem of finding means to acquire a 
home on conditions suitable to his needs 
and his ability to hold ownership once 
a purchase is begun. 

The extent to which these attitudes 
will be incorporated in the policy of the 
United States toward its returning sol- 
diers is impossible to predict. The his- 
torical policy of the United States is a 
patchwork of preferences. 


LAND AND HOME PREFERENCES 
IN THE UNITED STATES 


Prior to 1850, grants of land were 
made to soldiers for two purposes.‘ 
They were used to induce enlistment 
and to compensate the soldier for his 
military services in a particular war. 
The warrants representing his claim to 
land could not be assigned to others., 
Subsequent to 1850 and prior to the 
Civil War, land bounties were in the na- 
ture of additional payments for services 
rendered in wars long since ended. In 
1855 a general act was passed by Con- 
gress providing a bounty of 160 acres to 
any soldier and extending the same 


4See Hibbard, op. cit, for an excellent de- 
scription of the military bounty system of the 
United States, 
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privilege to heirs of a soldier if he had 
served in the Revolutionary War or any 
war after 1790. 

Military bounties as such ended with 
the passage of the Homestead Act of 
1862. Under this act any settler, with- 
out regard to military service, could 
acquire 160 acres of land free of charge 
if he complied with the stipulated regis- 
tration and residence requirements. Al- 
though the Homestead Act made set- 
tlement available to any citizen, some 
special privileges were accorded ex- 
soldiers after the termination of the 
Civil War. They were allowed to take 
up twice as much railway grant lands 
as the non-soldier settler, and to deduct 
from the residence requirement the time 
served in the Army of the United States, 
provided they met a minimum residence 
requirement of one year. 

Aside from the privilege of counting 
the period of military service against 
the residence requirement, no special 
land privileges were given by the Fed- 
eral Government to the veterans of the 
Spanish-American War or World War I. 
Sixteen of the state governments,’ how- 
ever, did provide special arrangemerts 
for soldiers, ranging from preferences 
in the settlement of state land to financ- 
ing of the improvements and ownership 
of land. Usually the benefits are limited 
to those who either resided in the par- 
ticular state prior to their war service 
or reside in the state when they seek the 
benefits of the veterans’ privileges. 

A brief description of the provisions 
in selected states will indicate the scope 
of benefits offered by state governments. 
Arizona created a Land Settlement Com- 
mission ê to provide homes for veterans 
and to assist in the purchase, reclama- 

5 These states are: Arizona, California, Colo- 
rado, Florida, Idaho, Kansas, Maine, Missis- 
sippi, Montana, Nevada, North Carolina, Ore- 
gon, South Dakota, Tennessee, Washington, 
and Wyoming. 

€ Revised Code (Struckmeyer) 1928 and 
1934 Supplement, § 1963—1975. 
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tion, and settlement of farms and work- 
ers’ allotments. Loans are made up to 
95 per cent of the value of the land and 
95 per cent of the value of improve- 
ments to be acquired by the veteran. 
Where the property to be purchased is 
a farm, the value of the improved farm 
cannot exceed $7,500. The value of 
workers’ allotments is limited to $1,000. 
California set up a Veterans’ Welfare 
Board with power to buy for cash homes 
or farms selected by eligible veterans. 
This board may also take over the un- 
paid balance of a contract where eligible 
veterans are buying property on con- 
tract. If the property purchased by 
the board is a home, the board may not 
pay more than $5,000, although the 
veteran may add as much as $2,500 of 
his own money to this maximum.’ If 
the property is a farm, the limit is 
$7,500, although the veteran may add 
$5,000 of his own money. The board, 
having purchased the property, resells 
it to the veteran. Among the condi- 
tions of purchase by the veteran are: 
(1) he must provide a cash payment of 
5 per cent in purchasing a home and 
of 10 per cent in purchasing a farm; 
(2) a loan charge of 5 per cent is made 
on cash sale to the veteran; and (3) the 
portion of the purchase price financed 
by the board is amortized over a period 
of 20 years at 5 per cent, payable in 
equal monthly or yearly installments. 
Oregon extended to veterans of World 
War I the privilege of borrowing from 
the state on the security of real prop- 
erty. The maximum loan allowed, $3,- 
000, could not exceed 75 per cent of the 
appraisal value of the pledged property.® 
Tax exemption, within limits, has 
been granted to war veterans by twenty- 
one states, among which the provisions 
vary greatly. With the exception of 
Montana, every state granting tax ex- 
7 Statutes, 1935, Ch. 389, sec. 814-815. 


8 Oregon Code Annotated 1930, Vol. 3, 66- 
110. 
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emption sets a maximum value fer the 
property of the veteran if he is to be 
exempt. In Oklahoma the limit is $300 
and in Maine it is $5,000. Some states 
limit the exemption to veterans of cer- 
tain wars, some limit the privilege to 
disabled veterans, some extend exemp- 
tions to widows and dependents, some 
limit the exemption to veterans who are 
heads of families, and one state, Michi- 
gan, limits the exemption to homesteads. 


PREFERENCE VERSUS REHABILITATION 


The contrast between the provision to 
be made for servicemen in the matter 
of Jand and homes by Canada and New 
Zealand and that which has been made 
by the United States after past wars is 
both marked and significant. The key- 
note of the land and homes policies of 
the Canadian and New Zealand Gov- 
ernments is to assist the servicemen in 


making the transition back to normal 


and productive civilian life. The phi- 
losophy in the United States, insofar as 
one may be said to exist, is that of giv- 
ing preferential treatment. The former 
is positive and constructive; the latter 
is one of largesse and special privilege. 
One is a policy; the other, a makeshift. 
The one is federal in its scope and is 
available to all servicemen who show 
capacity to use opportunities afforded 
them in adjusting themselves to civilian 
life; the other is a heterogeneity cf spe- 
cial statutes adopted by a limited num- 
ber of states and available to all vet- 
erans or limited to disabled veterans. 
The contrast here made between the 
principles of preference and of rehabili- 
tation implies that the terms are mu- 
tually exclusive. Such is not the case, 
for rehabilitation programs must pre- 
sume special treatment or preference to 
the veteran. Any program of special 
assistance to him involves preferential 
treatment. The principle of rehabilita- 
tion really means that preference is not 
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the sole basis for conferring benefits, but 
is coupled with personal qualification. 
It makes economic opportunity para- 
mount. 

Therefore, the distinction is basically 
one of ends to be attained. If land and 
homes have any function in the rehabili- 
tation of the veteran, i.e., his re-estab- 
lishment in a normal, productive, civil- 
jan life, the primary requisite is the 
establishment of a set of conditions 
which will enable him to gain complete 
ownership of a home on a basis which is 
well within his power, or to rent a home 
at a price he can pay during the period 
of his readjustment. Where purchase 
of a home ranks high in the funda- — 
mental desires of the serviceman, the 
minimum conditions embrace re-employ- 
ment, terms of purchase which are flex- 
ible enough to meet the contingencies of 
the early years of his ownership pro- 
gram, an absence of debt or a limitation 
of debt burden to a reasonable figure, 
and provision for equitable adjustment 
of contractual obligations if the venture 
proves too much within the early years 
of his debt contract. 

One cannot predict what the policy 
of the United States will be, but what- 
ever policy is adopted should have com- 
plete rehabilitation as its objective, and 
nothing less. National interest as well 
as simple justice demands such a goal. 
From the standpoint of national interest, 
a stake in the soil is a potent antidote 
to social unrest. From the point of view 
of justice, the time devoted to service 
will seriously impair the abilities of 
many servicemen to achieve the goals 
that men typically seek to attain. 

It can scarcely be doubted that land 
and homes are among the primary and 
fundamental desires of the age groups 
called to service. For the soldier in- 
clined toward agriculture, land - and 
homes are coincident with opportunity 
for gainful employment. For him who 
will return to the semirural or the urban 
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community, a home of his own will rank 
high among his desires. 

The normal buying age lies between 
30 and 40, approximétely. A purchaser 
has difficulty in accumulating sufficient 
equity money for purchase before 30. 
The length of mortgage contract neces- 
sary to most purchasers tends to estab- 
lish an age limit beyond which purchase 
is not feasible except on a cash basis. 
The purchase price of a home represents 
such a large proportion of the life sav- 
ings of an individual that purchase on a 
cash basis must be the exception and 
not the rule. The term of military serv- 
ice and its attendant disruptions forces 
deferment of many marriages and delay 
in the setting up of new family homes. 
As a consequence of this delay, of the 
limitations imposed by the conditions of 
purchase, and of the financial problems 
of adjustment upon return to civilian 
life, some type of assistance will be vital 
if homes are to perform a useful func- 
tion in restoring a serviceman to normal 
civilian activity. 

If the principle of rehabilitation in its 
broadest sense is accepted in the United 
States, serious study should be given to 
the precise provisions of the land and 
home legislation of Canada and New 
Zealand. It offers an approach to con- 
structive action. 


CANADA’S VETERANS’ LAND Act oF 1942 


The plan under which the Canadian 
program will be executed is set out in 
The Veterans’ Land Act of 1942.9 It 
applies to agricultural and semirural 
land only, and its main purposes are: 
first, to assist discharged members of 
the armed forces to establish themselves 
successfully in the farming industry in 
Canada; second, to ensure that the agri- 
cultural industry bears its share of the 
rehabilitation problem along with other 
phases of industrial life; and third, to 

®6 George VI, Ch. 33. 
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give ex-members of the forces returning 
to agricultural pursuits benefits com- 
parable with those available for men 
entering other occupations.?° 

Under the plan, private property— 
including land, buildings, livestock, and 
farm equipment—will be purchased by 
a government agency. The property so 
acquired will be resold to the veteran. 
If the veteran owns land but needs 
financial assistance to purchase livestock 
and farm equipment or to make perma- 
nent improvements, loans will be avail- 
able. Where the veteran purchases the 
land, the director of the government 
agency will retain title to the property 
until all repayments required under the 
plan shall have been made. In the 
meantime, the veteran is in the position 
of a tenant at will, with neither the hus- 
bands nor the wives of purchasers hav- 
ing any right of curtesy or dower. The 
property subject to the agreement of 
purchase cannot be sold, assigned, or 
otherwise disposed unless the veteran 
has complied with the terms of the 
agreement for a minimum of ten years 
or has paid in full the outstanding cost 
of land, improvements, livestock, and 
farm equipment, together with interest 
on the outstanding charges. 

By way of preventing speculation, the 
director has been given broad powers. 
He may refuse to purchase or resell land 
if: (1) the veteran seeking the benefits 
of the act has made a voluntary sale or 
transfer of land or property, suitable for 
his re-establishment, in order to qualify 
for assistance; (2) the property to be 
sold to a veteran is in the use or owner- 
ship of an immediate relative; or (3) 
the purchase or resale is contrary to 
public interest. His decision on the 
reasonableness of prices paid for lands, 
buildings, building materials, livestock, 
and farm equipment is, subject to statu- 
tory limits, conclusive. 


10 Canada, House of Commons Debates, Vol 
LXXX, No. 48 (April 20, 1942), pp. 1930-31. 
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The most important feature of the 
plan is the set of safeguards provided 
to protect the veteran from launching 
on an uneconomic venture. The legis- 
lative discussions which preceded the 
adoption of the act indicated a strong 
desire to profit by the weaknesses of 
land settlement programs in Canada and 
other countries. The preamble of the 
act, the tenor of the act, and intensive 
discussion of the bill in the House of 
Commons placed emphasis on the neces- 
sity of selecting “suitably qualified” 
veterans to participate in the plan and 
discouraging the veteran from under- 
taking an uneconomic and unbearable 
burden of debt. 

As an initial step toward obtaining 
“suitably qualified” participants, the 
director is charged with the duty of 
determining whether the candidate is 
qualified to make all or part of his liv- 
ing from the soil. He is authorized to 
place candidates with selected farmers 
for practical instruction in farming. He 
may supply instructors and inspectors 
to assist veterans with information on 
and instruction in farming. Arrange- 
ments may be made in the government 
departments and universities or colleges 
to provide instruction. 


Terms of purchase and loan 


In establishing the provisions for pur- 
chase by the veteran, both a maximum 
price that may be paid and a maximum 
debt that may be incurred are stipu- 
lated. Part of the real cost of the prop- 
erty to the government agency making 
the sale to the veteran is borne by the 
Government. The price which the vet- 
eran pays for the land and improve- 
ments, building materials, livestock, and 
farm equipment acquired by him is two- 
thirds of the cost of the land, improve- 
menis, and building materials plus an 
amount equal to 10 per cent of these 
costs. For example, if the price paid by 
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the director is $3,600 for lands, build- 
ings, and building materials, and the 
price paid for livestock and farm equip- 
ment is $1,200, the director’s outlay will 
total $4,800. In selling these to the 
veteran, he charges him only $2,760. 
This price represents two-thirds of the 
cost of the land, buildings, and building 
materials ($3,600), which amounts to 
$2,400, and 10 per cent of $3,600, or 
$360. The $360 item represents a cash 
down payment required of the veteran. 
The $2,400 item is the face of the debt 
contract which the veteran must assume. 
The difference between $4,800, the cost 
to the director, and $2,760, the cost to 
the purchaser, is borne as a government 
grant. The figures cited in this illustra- 
tion, viz., $3,600 for land, and so forth, 
and $1,200 for livestock and equipment, 
are the maximum prices which the di- 
rector may pay for any individual prop- 
erty or for the livestock to be supplied 
to any veteran. 

The provisions of the debt contract 
assumed by the veteran may be ad- 
justed, at least to the extent of waiving 
the required principal payment, by the 
director to meet the veteran’s financial 
needs during the first five years of the 
contract. Whether he does or does not 
waive the principal payments tempo- 
rarily, the whole debt must be amortized 
in twenty-five years. The interest 
charge on the debt is fixed at 3% per 
cent per annum. 

The same terms of repayment apply 
to the veteran who owns a farm prop- 
erty but who borrows to purchase live- 
stock and equipment or to make perma- 
nent improvements. The amount he 
may borrow for all purposes may be 
as much as $3,200 if this amount does 
not exceed 60 per cent of the value of 
the land pledged as security for the 
debt. Loans made for the purchase of 
the livestock and farm equipment may 
not exceed 50 per cent of the value of 
the farm land or an amount of $2,500. 
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Whether the transaction is a purchase 
and resale or a loan, the veteran is re- 
quired to keep his property insured and 
the taxes paid. If he fails to do either, 
the director may insure the property and 
pay tax bills, and such expenditures be- 
come a demand obligation bearing an 
interest rate of 344 per cent. 

Provision is also made for settlers who 
prove unsuccessful. If the veteran fails 
to meet the terms of his contract, the 
director may, without any formal entry 
or resort to proceedings in equity, re- 
scind the agreement. The director may 
then sell, lease, or dispose of the prop- 
erty. If the sale brings more than the 
costs outstanding against the veteran’s 
account, the surplus will be paid to the 
veteran. If the default was due to the 
veteran’s ill health or causes beyond his 
control and the property will, in the 
opinion of the director, yield no surplus 
after sale, the director may recommend 
to appropriate authorities that the whole 
of the initial or cash down payment or 
any part thereof be refunded to the vet- 
eran. 


LAND AND Homes Poricy 
IN NEw ZEALAND 


New Zealand's Rehabilitation Board, 
created under an act of 1941, has pre- 
pared a comprehensive system o? re- 
habilitation. Land and homes are given 
an important role in this program. The 
Chairman of the Board has emphasized 
that provision of homes for returned 
men and their dependents will be “one 
of the greatest contributions to success- 
ful rehabilitation.” 1 

The provision made for homes will be 
much broader in scope than that of 
Canada. New Zealand will make loans 
to the ex-serviceman for either urtan or 
farm homes. Refinancing facilities will 


11 “Rehabilitation—Outline of New Zealand 
System,” mimeographed release of New Zea- 
land Legation, Washington, D. C, 
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be extended to ex-servicemen who own 
farms, provided such farms are to be 
operated as individual farming units. 
Tentative proposals for land settlement, 
as distinguished from urban and farm 
ownership, are under consideration. Ar- 
rangements have been made to give re- 
turned servicemen preference in the allo- 
cation of state-owned rental houses. 
The loans will be made by a govern- 
ment lending department and are limited 
to £1,500 if the purpose of the advance 
is to enable the veteran to build or ac- 


‘quire houses. The maximum loan which 


may be made to finance the purchase of 
farms or refinance ownership of farms is 
£3,500. A maximum of £1,500 may be 
advanced on loans secured by farm stock 
or farm chattels. As a condition prece- 
dent to granting a loan, the Board will 
determine that the applicant is “compe- 
tent” to acquire a farm and “able to 
meet commitments” if he proposes to 
build or acquire a house. Opportunity 
may be given to train prospective farm- 
ers where deemed necessary. 

Techniques to be adopted differ ma- 
terially from those used by Canada un- 
der the Veterans’ Land Act. Ownership 
of property financed will reside in the 
veteran. Direct government subsidy 
will not be given purchasers of either 
urban or farm homes. Tentative plans 
for land settlement indicate that the 
Rehabilitation Board aims to avoid any 
write-off of capital in the program it 
adopts. 

The loan plan adopted requires no 
cash down payment from the veteran, 
and it permits him, at the discretion of 
the Rehabilitation Board, to pay a re- 
duced interest rate during the first years 
of the loan contract. Loans within the 
stipulated limits may be made up to 100 
per cent of the value of the property. 
The rate of interest which may be 
charged on farm loans is set at 2 per 
cent for the first year, 3 per cent for 
the second and third years, and 44% per 
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cent for subsequent years. The stipu- 
lated interest rate to be charged on farm 
stock and farm chattel loans is 214 per 
cent for the first year. This rate may 
be continued at the discretion of the 
government lending department for an 
additional two years. For the remain- 
der of the life of such loans a 5 per cent 
rate will be charged. The interest rate 
on loans on urban homes will be 445 per 
cent unless reduced by the Rehabilita- 
tion Board. For loans on urban homes 
and also for those on farms, the Re- 
habilitation Board has discretionary 
power to reduce the interest rate to 2 
per cent for a period of seven years. 


DEVELOPMENT OF UNITED STATES 
PoLicy 


The philosophy inherent in the pro- 
grams of Canada and New Zealand pre- 
sents a challenge to achieve goals which 
are desirable, if feasible. These goals 
should not be dismissed lightly as im- 
possible of achievement in the United 
States. Legislation in Canada and New 
Zealand during the first World War was 
no farther advanced than our own. 

Time alone will prove or disprove 
the value of the techniques used by 
these countries. It is quite possible that 
several of those techniques will not be 
applicable to the United States. Fun- 
damental differences between the insti- 
tutional structures of our economy and 
those of the economies of Canada and 
New Zealand exist. A program limited 
to agricultural homes, as in Canada, 
would meet only a very small part of 
our soldiers’ needs. Further, as a coun- 
try becomes highly industrialized and 
urbanized, the opportunity for land set- 
~ tlement programs diminishes. Govern- 
ment grants may not be a suitable means 
in the United States. Variable interest 
rates, such as New Zealand employs to 
help the serviceman over the adjust- 
ments of his early years of purchase, 
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may have significant repercussions on 
the existing structure of mortgage 
finance. 

Even if we could determine the work- 
ability of the techniques devised by 
Cenada and New Zealand, it is un- 
likely that those techniques could be 
taken over bodily without adaptation to 
the special conditions of our economy. 
They could serve, however, as useful 
working hypotheses in developing a land 
and homes program in the United States. 
We may assume, for example, that pub- 
lic funds in some form will be needed; 
that discriminating selection of bene- 
ficiaries will assure that aid given will 
make an important contribution to the . 
rehabilitation of servicemen; that re- 
training will provide the serviceman 
with the skills essential to make him 
self-sustaining; that discretionary ad- 
ministrative powers will enable him to 
adjust himself to the physical and eco- 
nomic conditions that may impair his 
ability to make a living after his dis- 
charge from military service; that equi- 
table determination of his contract will 
enable the serviceman to offset the ef- 
fects of an unwise home purchase con- 
tract; and that regulation will eliminate 
speculative activity in the properties 
which veterans will be encouraged to 
purchase. 


Questions for consideration 


Important decisions will have to be 
made if a rational and effective land and 
home policy for veterans is to be devel- 
oped in the United States. Among the 
questions which must be decided are: 
Will it make provision for those who 
desire to rent as well as those who wish 
to purchase or build? Will it extend to 
urban, suburban, agricultural, and semi- 
rural properties? Will tests of eco- 
nomic soundness be applied to the prop- 
erty selected? Will the policy apply to 
private or public land? Will a govern- 
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ment agency or the serviceman hold 
title? Will the program involve sub- 
sidy, government guarantee of obliga- 
tions, or government loans? Will the 
plan developed impair the existing mort- 
gage structure? To what extent will 
variable interest rates be used? Waat 
sectional or regional differences will be 
recognized? What maximum price limi- 
tations will be set? What means will 
be used to safeguard purchasers from 
speculative prices? For what period 
should adjustments in terms of contract 
be permitted? 

A policy of land and homes for serv- 
icemen may be treated as an isolated 
problem, or it may be considered as part 
of the larger problem of creating stabil- 
ity in the economy as a whole. The 
latter approach would be preferable for 
two reasons. First, it is conceivable that 
a program having sufficiently strong 
incentives for servicemen to undertake 
ownership shortly after leaving service 
could create a strong demand for build- 
ing materials and labor, and thus be a 
significant factor in creating employ- 
ment throughout the whole economy. 
Second, some devices could impede the 
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development of a rational housing pol- 
icy. 

Some degree of financial assistance 
appears to be imperative in developing 
home purchase by servicemen where 
home purchase is used as an element 
in rehabilitation. The assistance may 
be in the form of subsidy for part of 
the cost of acquiring the property, or 
loans by a government agency, or a 
combination of subsidy and loans by 
private lenders. Little or no down 
payment, lower-than-market interest 
rates, and perhaps lighter-than-custom- 
ary amortization schedules, if needed, 
must be available. Among the possi- 
bilities for such assistance are: (1) a 
governmental guarantee of equity or 
loans to full market value; (2) sub- 
sidy to private lenders for the difference 
between interest charged the borrower 
and contract interest rate; (3) a guaran- 
teed, flexible, graduated schedule of pay- 
ments which would permit light pay- 
ments in the early years of the contract; 
(4) assumption by the Government of 
settlement costs; or (5) the guarantee 
of equities if sale becomes necessary 
within some maximum period. 


David T. Rowlands, Ph.D., is assistant professor of 
finance, University of Pennsylvania, Philadelphia. He 
has served as consultant for the Federal Housing Ad- 
ministration and the Farm Security Administration. 
He ts author of Two Decades of Building and Loan 
Associations in Pennsylvania (1940) and co-editor of 
Current Developments in Housing, THE ANNALS, 
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Women’s Reserves 
By Mitprep H. McArse * 


HE military services of the United 

States Army, Navy, Coast Guard, 
and Marine Corps either have accepted, 
or seem about to accept, women in their 
reserve ranks on an identical status with 
men-—~-except for at least two doubtful or 
provisional exceptions which currently 
exist; i.e., the matter of allowances for 
dependents, and death or injury bene- 
fits. 

I am in a position to speak in detail 
only of the service with which I am most 
familiar—the Women’s Reserve of the 
United States Naval Reserve—and can 
discuss the problems and policies of the 
other women’s military services only in 
a general way. It is, however, relevant 
to explain that the Marine Corps op- 
erates on the same legal status as the 
Navy, so that what is said of one Wom- 
en’s Reserve applies to both. Special 
legislation established the Coast Guard 
Reserve and the Army and Navy Nurse 
Corps, as well as the Women’s Army 
Auxiliary Corps. 


ALLOWANCES FOR DEPENDENTS 


On the basis of the congressional act 
passed on July 30, 1942, establishing the 
Women’s Reserve of the United States 
Naval Reserve, it was assumed that 
since the women were, at the very be- 
ginning, upon the insistence of the 
Navy, made a part of the Navy, they 
would be entitled to family or quarters 
allowance for dependents. This as- 
sumption has been questioned in some 
quarters, but it is now being clarified 
and a definitive statement should be 
available in a few weeks. 

* The author hereby acknowledges her in- 
debtedness to Lieutenant (jg) Bette Evans, 
USNR, who gathered the material for this 


article and did a great deal of work on its 
preparation. 


The Public Law of November 23, 
1942, creating the Women’s Reserve of 
the United States Coast Guard, removes 
the uncertainty of the earlier Women’s 
Reserve Act, and specifically provides: 


The terms “men” and “enlisted” men, as 
contained in Acts appropriating funds for 
the Coast Guard, shall not be construed to 
deprive women enlisted or enrolled in the 
Coast Guard, of the pey, allowances, gratui- 
ties, and other benefits granted by law to 
enlisted personnel of the Coast Guard. 


It is hoped by interested parties in the 
Women’s Reserve of the Navy that this 
interpretation can be made official for 
the Navy too. 

As initially established, the Women’s 
Army Auxiliary Corps was not a part of 
the Army and there was no provision 
made for dependents on the terms ap- 
plicable to servicemen. A bill now be- 
fore Congress would incorporate the 
Auxiliary into the Army and provide 
the rights and privileges granted to 
Army men, 

Existing Army and Navy Nurse Corps 
legislation prohibits the payment of de- 
pendency allowances. 

This whole question would seem to be 
of most pertinent interest to such an 
organization as The American Academy 
of Political and Social Science, for it 
involves the old question of the status 
of women in relation ~o men in the so- 
cial and economic word. Women have 
come into the services <o do work identi- 
cal to that done by men—to replace men 
in noncombat positiors, that the men 
may strengthen the fghting forces in 
actual combat. The question, then, 
seems to be: Shall the pay scale of the 
women equal that of the men? 

It is, of course, true that the matter 
oi “dependents” is somewhat clouded by 
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the legal status of the woman as a pro- 
vider. And in the case of the Women’s 
Naval Reserve, no woman with children 
- under 18 years of age is enlisted. Le- 
gally, the husband is financially respon- 
sible for the wife. There is no’provision 
in the Servicemen’s Dependents Allow- 
ance Act for “husbands” as dependents 
—the act having been approved prior to 
the enactment of the Women’s Reserve 
legislation. But many women have de- 
pendent parents, and it is in this regard 
that the necessity of clarification and 
authority for dependents’ allowances 
seem most apparent. 


DEATH AND DISABILITY BENEFITS 


The acts establishing the Women’s 
Reserves of the Navy, Marine Corps, 
and Coast Guard provide that the bene- 
fits established by Section 4 of the act 
approved August 27, 1940 (covering 
benefits to servicemen) shall not be ap- 
plicable to members of the Women’s 
Reserves who suffer disability or death 
in line of duty from disease or injury 
while employed on active duty: pro- 
vided, that if amy member suffers dis- 
ability or death from disease or injury 
incurred in line of duty while employed 
on active duty, she or her beneficiaries 
shall be entitled to all the benefits pre- 
scribed by law for civil employees of the 
United States who are physically injured 
or who die as a result thereof. 

In other words, members of the Wom- 
en’s Reserves of the Naval Reserve, the 
Marine Corps, and the Coast Guard are 
not entitled to receive the six months’ 
death gratuity, retirement pay, or pen- 
sions provided under certain conditions 
for officers and men of the Reserves of 
these services. 

This distinction was made because 
these women are not now subject to 
sea duty or foreign service. Compensa- 
tion for disability or death was there- 
fore considered to be more closely re- 
lated to the provisions made for civilian 
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employees, The benefits paid civil em- 
ployees are not greatly different from 
provisions made by the services for their 
men personnel, but the principle of 
identical treatment for men and women 
in the services is involved. Similar limi- 
tations apply to the Women’s Army 
Auxiliary Corps. The Army and Navy 
Nurse Corps do have servicemen’s bene- 
fits because of their service beside the 
men in combat area. Indeed, pending 
amendments to the previous acts estab- 
lishing the Women’s Reserves of the 
Navy and Marine Corps, and also the 
Coast Guard, would permit foreign serv- 
ice for these Reserves and would estab- 
lish servicemen’s benefits for them. 


MEDICAL CARE 


Medical and hospital treatment of 
active-duty personnel as set forth in 
Navy Regulations and in the Manual 
of the Medical Department of the Navy 
applies to members of the Women’s Re- 
serve on active duty, just as to the men. 
They are entitled to necessary treatment 
in naval hospitals or in other Federal 
hospitals when naval hospital facilities 
are not available, or, when in a duty 
status, to necessary treatment by civil- 
jan physicians and in civilian hospitals 
when neither naval medical officers nor 
naval or other Federal hospitals are 
available. 

However, for disability occurring in 
line of duty while on active duty, neces- 
sary treatment will be furnished at the 
expense of the Navy Department only 
during the period of active duty. Upon 
release or discharge from the naval serv- 
ice, these Reservists come under the 
jurisdiction of the Employees’ Compen- 
sation Commission for treatment of dis- 
ease or injury incurred in line of duty. 
For treatment of disability incurred not 
in line of duty, these Reservists may be 
retained in naval hospitals as super- 
numeraries after release from active 
duty or discharge from the naval serv- 
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ice, until such time as the maximum 
benefits of hospitalization are obtained. 
Such medical care and hospitalization 
is applicable to members of the Coast 
Guard and Marine Corps Women’s Re- 
serves and the Navy Nurse Corps. 
Similar regulations have been made re- 
garding the Women’s Army Auxiliary 
Corps and the Army Nurse Corps. 


INSURANCE 


National Service Life Insurance is 
available to “all men and women in 
the Armed Services”—to the WAVES 
of the Navy, the SPARS of the Coast 
Guard, and the women of the Marine 
Corps, as well as to Army and Navy 
nurses. Under a bill now pending in 
Congress, this privilege would also be 
granted to the Women’s Army Auxiliary 
Corps. Insurance may be obtained in 
any multiple of $500, but not less than 
$1,000 or more than $10,000. Many of 
the women have already availed them- 
selves of this inexpensive insurance. 


Civa RELIEF Act 


All the benefits provided by the Sol- 
diers’ and Sailors’ Civil Relief Act of 
1940 are applicable to members of the 
Women’s Reserves of the Navy, the 
Coast Guard, and the Marine Corps, as 
well as the Women’s Army Auxiliary 
Corps. Army and Navy nurses also 
share the benefits of this act. 


IN-SERVICE PROGRAM FOR POSTWAR 
ADJUSTMENT 


Uppermost in the minds of all these 
women serving with the military is the 
winning of the war. But it goes without 
saying that there is, to a less degree, in 
the minds of many, some thought about 
their postwar problems of adjustment. 
Their service has been entirely volun- 
tary. They have in many instances 
left excellent positions in order to serve. 
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Their positions are, let us assume, al- 
ready filled by other young women who, 
by ‘war’s end, may be many steps ahead 
of their sisters in service. 

This is one of the prices our women 
will pay. But it is a problem, relating 
to both men and women, to which the 
Army and the Navy are giving serious 
consideration. The first assumption 
must be that those in service, including 
the women, will have had unexpected 
opportunities for training and advanced 
work, either in their prewar field ot in 
new fields, after entrance to the service. 
Their duties since enlisting are broad- 
ening their experience. This fact, then, 
is a distinct advantage of the women 
in service. However, in many other 
ways, servicemen and servicewomen are 
at a real disadvantage, and it is this 
problem that the military services are 
facing realistically. It is recognized 
that the military establishment has ac- 
cepted a huge educational responsibility, 
not only to provide the technical and 


- mechanical training essential to modern 


warfare, but also to help men and 
women to continue the educations or 
careers which have been interrupted in 
order to serve. 

As the need for nonmilitary educa- 
tional programs became more explicit, 
the Chief of Naval Personnel assigned 
a group of officers to make a survey of 
possible in-service education which 
would be supplementary to the direct 
military task. The result of that sur- 
vey was the establishment of an Edu- 
cational Services Section as a part of 
the Training Division in the Bureau of 
Naval Personnel. The mission of that 
section was organized under four broad 
projects: (1) establishment of Educa- 
tional Service Centers on outlying and 
continental bases under specially trained 
officer-supervisors; (2) gathering, edit- 
ing, and distribution of war information; - 
(3) creation of a language instruction 
program in over twenty-five languages 
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and dialects of the world; and (4) plan- 
ning for the postwar re-entry of Naval 
personnel into civilian life. 

One of the best-developed of the mili- 
tary services’ projects is the curriculum 
of the United States Armed Forces In- 
stitute established by the War and Navy 
Departments at the University of Wis- 
consin at Madison. Through this In- 
stitute, some seventy correspondence 
courses at the high school level and 
seven hundred courses at the college 
level are available to military personnel, 
including the women. 

Arrangements are now being made 
by the Army and Navy that their per- 
sonnel, including the women in service, 
may receive college credits after the war 
—if they wish to continue formal edu- 
cation——not only for their nonmilitary 
studies during service, but also for their 
work “on the job’—the assumption be- 
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ing that both of these factors will have 
made for a broad advanced education 
of the individual during service. 

Also, within the services, plans are 
now being made for the fitting of men 
and women into postwar positions 
through careful tests and job analyses 
done by skilled personnel specialists. 

Available to women as well as men, 
the program of training and education 
in the armed services of the United 
States today is indeed one of the larg- 
est adult educational projects ever at- 
tempted. Although it must necessarily 
be primarily concerned with “contribut- 
ing to military effectiveness,” it never- 
theless offers a real opportunity to every 
woman in the military service to pre- 
pare in some degree for greater civilian 
service, both to herself, her employer, 
or her family, and to her community, 
after the war. 


Lieutenant Commander Mildred H. McAfee, USNR, 
ts Director of the Women’s Reserve of the United 


States Naval Reserve. 


She is on leave of absence 
from the presidency of Wellesley College. 


She has 


also previously served as dean of women and pro- 
fessor of soctology at Centre College, as dean of college 
women, Oberlin Colleze, as executive secretary of the 
Associate Alumnae of Vassar College, and on the 
teaching staffs of Tusculum College and Bryn Mawr 
Summer School for Women in Industry. She is a 
trustee of Walnut Hil School, Dana Hall Schools and 
Northfield Schools in Massachusetis, and of Venching 


University, China. 


Benefits to Women’s Army Auxiliary Corps * 


N MAY 15, 1942, Congress passed 
a bill to establish the Women’s 
Army Auxiliary Corps. 

It is significant that for the first time 
in American history, the Nation’s women 
are organized under the Army. They 
are living and working as soldiers, with 
the exception of being trained in com- 
bat techniques. 

Under existing law, although mem- 
bers of the Corps serve with, but not in, 
the Army of the United States, they re- 
ceive some of the same privileges and 
benefits as do Army officers and enlisted 
men. 

Under the Soldiers’ and Sailors’ Civil 
Relief Act, members of the WAAC are 
included among persons entitled to its 
benefits and relief. The Sparkman Act 
passed by Congress in October 1942, 
which enlarged these benefits of the Sol- 
diers’ and Sailors’ Civil Relief Act, also 
applies to Waacs. Furthermore, mem- 
Sers of the WAAC are authorized to pur- 
chase from Army Exchanges. WAAC 
organizations participate in the profits 
of Army Exchanges on posts where they 
are located. 

All personnel of the WAAC on active 
duty or in actual training receive medi- 
cal and dental services through the 
Medical Department of the Army. AN 
officers of the WAAC are entitled to the 
same leave privilege afforded to officers 
of the Army. Enrolled members are en- 
titled to passes and furloughs the same 
es afforded to enlisted men in the Army. 

Moreover, members of the WAAC 
Lave the privilege of making allotments 
under such regulations as the Secretary 
af War may, from time to time, pre- 
scribe. 

Members of the WAAC who were 

* Prepared by Technical Information Divi- 
sion, WAAC. 


employed by the Federal Government 
prior to enrollment in the Corps are 
entitled to receive payment for accumu- 
lated or current accrued leave on the 
same basis as do male civilian employees 
who enter the active military service. 


EXCLUSION FROM SOME BENEFITS 


The Corps is performing duties for- 
merly performed by military personnel 
whom its members replace, in some ca- 
pacities at a ratio of more than one for 
one. Personnel of the Corps are serving 
in overseas theaters or performing other 
duties as essential as those performed 
by members of the Army. Nevertheless, 
because of their status, those women are 
not entitled to some of the rights, bene- 
fits, and privileges afforded military per- 
sonnel. 

For example, under the existing law, 
members of the Corps are not entitled, 
among other things, to flying pay, addi- 
tional overseas pay, National Service 
Life Insurance, allowances provided for 
military personnel with dependents, the 
six months’ death gratuity payable to 
a beneficiary, free postage, re-employ- 
ment by private concerns, or retirement 
pay of military personnel for disability 
incurred in line of duty. Moreover, 
members of the Corps as now consti- 
tuted, their dependents and beneficia- 
ries, do not come within the con- 
templation of other laws enacted for 
the benefit of officers and enlisted men, 
or former officers and enlisted men, their 
dependents and beneficiaries. 

WAAC officers do not receive the $250 
uniform allowance as do Army officers 
in the grade of Captain and below. In 
lieu of this monetary allowances, WAAC 
officers receive a complete initial cloth- 
ing issue. 
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BENEFITS TO Women’s Army AuxILIARY CORPS 


IN-SERVICE TRAINING 


In an article published in the New 
York Times, November 2, 1942, Mrs. 
Oveta Culp Hobby, Director of the 
Women’s Army Auxiliary Corps, espe- 
cially praised the system by which Brit- 
ish women may train themselves for 
postwar trades. Likewise, American 
women in the WAAC now are baing 
trained in various specialties which are 
vital to the war effort and which in the 
future will aid them immeasurably in 
obtaining postwar jobs. 

At present, members of the Corps are 
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training to be radio operators and re- 
pairmen, cooks and bakers, photographic 
laboratory technicians, band directors, 
motor transport specialists, and admin- 
istrative specialists. Officers are also 
recelving instruction at the Army Ex- 
change School, the Chemical Warfare 
School, the Inspector General’s School, 
the Command and General Staff School, 
the Adjutant General’s School, and the 
Holabird Ordnance School for Motor 
Maintenance. All officers are trained 
at the Officer Candidate School, First 
WAAC Training Center, Fort Des 
Moines, Iowa. 


Book Department 


ALGUY, JEREMIAH S. Permanent World 
Peace. Pp. 304. New York: Standard 
Publishing Co., Inc., 1943. $3.00. 


The author of this interesting and out- ` 


spoken volume pleads for the establish- 
ment, after the disarmament of the Axis 
Powers and their little satellites, of a Peace 
Union and a Peace Tribunal, of which the 
former would have as its basis the revised 
and implemented Covenant of the League 
of Nations, and the latter would rest upcn 
the improved Statute and Rules of the 
Permanent Court of International Justice. 
Unlike many other peace planners, Mr. Al- 
guy does not envisage dropping the ex- 
perience gained by the League of Nations 
and starting some brand new experiment. 
For that reason his serious study should 
attract the attention especially of thos 
who, like the reviewer, believe that the fail- 
ure of the postwar peace machinery was 
due less to the flaws in its structure than 
to the unwillingness of the great powers to 
remedy its inadequacies and to use it ef- 
fectively. 

The author suggests, among others, the 
following changes with regard to the 
League’ Covenant and the Permanent 
Court: Only true democracies could be- 
come active members of the Peace Union, 
the decisive criterion of democracy being 
not merely a democratic constitution but 
the real conditions of legal life; all other 
states, in addition to the members, must 
pledge themselves to safeguard the new 
world order against all aggressions, Le., 
they must belong to the system of the 
Community of Sanctions which should form 
part of the future peace system; the im- 
proved Supreme World Court “should ob- 
tain the key position by the legal authoriza- 
tion to inflict on the lawbreaking states the 
total, simultaneous and universal sanctiors 
and to order their execution by its own 
competence”; a “Blockade Fund” of about 
two billion dollars should be set up to com- 
pensate feeble states and thus prevent them 
from committing a breach of sanctions or 
employing mere fake measures; the new 
Court should enjoy compulsory and uni- 
versal competence; in the new system, per- 


petual or temporary neutralization of cer- 
tain states, such as Switzerland, should have 
no place, as it would mean the end of ef- 
fective collective security; judges of the 
new Court should be appointed by the 
democratic Peace Union regardless of their 
nationality, for lifetime, with sufficient 
salary and retiring pension; the principle 
of the advisory opinion by the Peace 
Tribunal should be replaced by the institu- 
tion of a binding opinion leading eventually 
to sanctions. 

Controversial though some of these rec- 
ommendations may appear to be, it is the 
second part of the volume that is more 
likely to raise loud approvals, objections, 
or refusals, as the case may be. This is 
particularly true when the author enters, in 
some detail, the delicate field of boundary 
changes. His belief that democracy and 
the socialist economy of the Soviet Union 
are very well compatible will be echoed by 
the supporters of Anglo-American-Soviet 
co-operation, and decried by the schemers 
of the “sanitary cordon” against the lands 
of Russia. However, :t is only through 
clear thinking and plain talking that the 
complexities of international relations can 
be understood. It is because the volume 
contains both that it may be regarded as 
a stimulating contribution to the discussion 
of the problems of the postwar world. 

Joser Hané 

Fletcher School of Law and Diplomacy 


HEMLEBEN, SYLVESTER JOHN. Plans for 
World Peace Through Siz Centuries. Pp. 
xiv, 227. Chicago: The University of 
Chicago Press, 1942. $2.50. 

Honest peace planners cannot ignore the 
deductive historical approach to their prob- 
lem. Either they must reread and study 
for themselves the entire history of the 
idea of peace, or they must resort to a re- 
liable historical treatise of a responsible 
scholar who has done this vital work for 
them. When peace planners come to know 
that such a book has just been published, 
they cannot escape reading it, and they will 
have, I may predict, an unforgettable en- 
joyment when they study Sylvester John 
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Hemleben’s Plans for World Peace Through 
Six Centuries. They will find thereim not 
only à comprehensive and lucid historical 
presentation of the most important peace 
plans from Pierre Dubois to Bryce and 
Wilson, but conclusions as well which are 
invaluable for the judgment of what is 
needed for our present and future struggle 
for peace. 

Rare indeed are historians in America 
who not only furnish their contemporaries 
with facts and findings, but, in addition, 
have the courage to state what must be 
done now and in the trying times to come. 
We are therefore greatly indebted to Hem- 
leben, who, after his painstaking history of 
the philosophies of peace and of those who 
conceived them, presents us with what he 
modestly terms “reflections,” which in real- 
ity are deep insights, conclusions, and cate- 
gorical imperatives. 

Although I myself have been a student 
of peace shaping for some thirty years, I 
have profited immensely by Hemleben’s his- 
torical method of extracting only the most 
essential facts and leaving the rest to the 
exhaustive footnotes. The lay reader. of 
course, will think this makes his work rela- 
tively easy. Nothing is more fallacious 
than this idea. Hemleben has the true 
scholarly instinct for what a student of 
peace must and would like to know, and he 
extracts in 181 pages the essence from vast 
volumes of history. He not only reports 
his findings, he shows the morals, the ethics, 
the lofty principles, the eternal struggle of 
heroes for the greatest ideals of mankind— 
peace and justice among men. He stirs his 
readers by telling moving Little stories of 
unselfish fighters for peace, such as the 
story of Sully’s Grand Design. Sully 
“would have us believe that the plan was 
conceived by his friend and confidant. the 
monarch [Henry IV of France] himself 
at the instigation of Queen Elizabeth.” 
Modern research, however, has found that 
this was an invention of Sully to give his 
plan greater weight. Sully’s account of his 
meeting with Queen Elizabeth in Dover 
contained chronological and other impossi- 
bilities. It probably never took place. He 
wanted to agitate the public mind with the 
prestige that royal authorship would lend 
the scheme. 
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Americans will be most interested in the 
peace plans of William Penn and William 
Ladd. I was most delighted with Hamle- 
ben’s digest of the plans of Kant, the phi- 
losopher of my home town, Königsberg, 
and the plan of federation, conceived by the 
scholar of Heidelberg, Professor Bluntschli. 
Others may be more deeply touched when 
they read about the vision of the Abbé de 
Saint-Pierre, which was not practicable at 
the time it was conceived, and will agree 
with Hemleben’s quotation from Gold- 
smith: “great ideas, like great men, are 
sometimes born into the world before the 
world is ready for them.” 

In his “Reflections,” Hemleben may have 
thought of Rousseau’s statement with which 
he opened his immortal book A Project for 
Perpetual Peace: “, . . Never did a writer 
have a better claim to the attention of the 
public, than he who points out the means 
to carry such a design into execution.” 

Hemleben at the end of his book, full of 
the great experiences, experiments, errors, 
and achievements in peace planning, comes 
to a remarkable conclusion. “Modern legal 
writers,” he states, “have frequently ridi- 
culed the idea of the natural law as being 
medieval and antiquated . . . international 
relations cannot be anarchical according to 
the nature of things but rather they must 
be controlled by a higher law—not the 
mere will of a sovereign, but the order of 
nature, to which sovereigns as well are sub- 
ject. Thus the relations of nations must be 
ruled not by sheer will but by a law of en- 
joining justice” This thought may open 
up to his contemporaries a turn in our mod- 
ern philosophical concepts. “Justice for 
all” may become mankind’s supreme ideal. 
Who would not readily agree with the au- 
thor that “the moral foundation for any 
international structure was not sufficiently 
stressed by many of the recent peace plans 
and... not until we place international re- 
lations on a moral basis shall we have 
permanent peace’? Not only in theory but 
also in our practical relations, “interna- 
tional conduct must be ruled by ethical 
standards.” 

This book should be read by old and 
young, in schools and colleges, in govern- 
ment and church circles. Whoever wants 
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to contribute his share to the coming peace 
must read it. 

With my best thanks to the author for 
the help he has given me through this book 
in my own research, may I express the sin- 
cere wish that Mother Nature may lend 
him the power to write as Volume IT the 
history of peace plans up to the end of this 
great human debacle—a task worthy of our 
best scholars. 

Hans HEYMANN 

Rutgers University 


Hoover, HERBERT, and HUCH GIBSON. The 
Problems of Lasting Peace. Pp. viii, 295. 
New York: Doubleday, Doran & Co., 
1942. $2.00. 


_ The primary value of The Problems of 
Lastmg Peace by Herbert Hoover and 
Hugh Gibson is its persuasiveness in con- 
vincing the public of the need for planning 
a permanent peace now, rather than waiting 
until victory 1s ours. A peace treaty writ- 
ten in the spirit of revenge must in the 
nature of the case sow the seeds of another 
war. Doubtless, the Axis Powers have their 
own plan in readiness, but, knowing what 
the selfish precepts of their New Order are, 
we must not only win the war but also write 
the new world peace. Let us then have a 
preconceived world plan that will make for 
the greatest good for the greatest number. 
We already have the fundamental tenets of 
such a program in Roosevelt’s Four Free- 
doms. Let them be our battle cry and let 
us publicize them among the subjugated 
masses of the Axis countries so they may 
be convinced that no horrors await them at 
our victorious hands. 

Let us guard, however, against public 
discussions of the implementations of these 
Four Freedoms, lest differences of opinion 
disunite us at this time in the midst of our 
battle with our formidable enemy. Let 
popular discussions await the successful 
conclusion of the war, when our diplcmats 
submit the proposed treaty for concurzence 
by the respective countries. The place to 
discuss a blueprint for the future world 
order, based on the principle of the brother- 
hood of mankind, is in the various organiza- 
' tions already in existence, which are staffed 
with the experts equipped to handle dis- 
passionately the intricate problems that at- 
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tend the execution of suchascheme. These 
organizations need noi be told that we can 
have peace or we can have revenge, but we 
cannot have both. 

The greatest defect of this book is that 
it does not propose a detailed scheme for 
a new world machinery. If Messrs. Hoover 
and Gibson have one, these very organiza- 
tions would welcome it now for cool and 
deliberate study. 

Parts I and JI of the book treat of the 
seven. dynamic forces which have made for 
peace or war in modern times up to the 
outbrzak of the second World War. It in- 
cludes an analysis of the Treaty of Ver- 
sailles, the League of Nations, and other 
peace efforts. These forces are described 
as ideologies, economic pressures, national- 
ism, militarism, imperialism, the complexes 
of fear, hate, and revenge, and the will to 
peace. The historian will find little to 
quarrel with in the authors’ diagnosis of 
modern history, but he will not find any 
significant scholastic contribution to the 
field. 

Part ILI deals with the foundations of a 
lasting peace and the various plans and 
proposals to maintain peace thereon. The 
authors’ deductions are that such a peace 
must provide for representative govern- 
ment; immediate correction of famine and 
pestilence by all the nacions; restoration of 
international trade to free enterprise; do- 
mestic unabusive economic freedom; pro- 
scription of government buying and selling, 
unstable currencies, reciprocal treaties, pref- 
erential agreements, quotas, monopolies, 
cartels, and excessive térifis; access to raw 
materials; emigration ta undeveloped coun- 
tries; jreedom of the seas; guarantees for 
the small countries; transfers of minorities; 
preservation of German unity; interna- 
tional control of the backward areas of the 
world; immediate general disarmament; es- 
tablishment of an international police force; 
punishment of enemy leaders; no penalties 
for the defeated peoples; no reparations; 
and an international machinery to preserve 
peace like a modified League of Nations. 

‘ The Problems of Lasting Peace is a popu- 
lar, sane, and stimulating treatise by two 
experienced and sincere statesmen on the 
subject of the need for world peace. Schol- 
ars will discover therein a few provocative 
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thoughts on the subject and omission of 
many more intricate problems such as over- 
population, equitable distribution of eco- 
nomic goods, unemployment, the Jews, so- 
cial insurance, and others. 
J. H. LANDMAN 
College of the City of New York 


PEASLEE, Amos J. A Permanent United 
Nations. Pp. x, 146. New York: G. P. 
Putnam’s Sons, 1942. $1.50. 


The author of this lucid little volume is 
a lawyer of considerable experience in the 
theory and practice of international lew, 
and a strong believer in the constitutional 
approach to the solution of the problem of 
postwar security. He believes in a “bril- 
liant era of prosperity through a Permanent 
United Nations” provided that “a self- 
contained democratic World Authority is 
set up with adequate powers and instru- 
mentalities and with means of financial self- 
support.” Accordingly, he recommends the 
organization of the international community 
based on the adoption of a written constitu- 
tion which would delegate to a permanent 
United Nations powers of government 
which lie outside the national spheres, and 
provide for a temporary or permanent ad- 
ministration of those areas whose inhabit- 
ants cannot be entrusted with sovereignty. 

Mr. Peaslee cherishes no illusion atout 
Germany’s capacity for peaceful coexist- 
ence after the war. On the contrary, Ger- 
many’s past record as “a chief disturber of 
the peace of the world” makes it advisable 
to subject the German people to mtezna- 
tional control, undertaken not by any one 
single country but by “a United Society of 
Nations as a governmental organization.” 
The supporters of the idea of the supra- 
national authority will share the author’s 
view that a restoration of full sovereign 
status to Germany would be unsafe if it 
were not accompanied by the erection of 
far stronger organs of world government. 
There will be less unanimity with regard to 
the author’s suggestion that it might be 
even less safe “to create merely a Germany 
of more restricted territory than before 
1939.” If the choice of the date is delib- 
erate, this would imply the sanctioning of 
the Munich deal of 1938, which in turn 
would mean the undermining of the vitality 
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of the Czechoslovak state and granting 
Germany a bonus on aggression in the form 
of one of the most valuable of her con- 
quests. 

The author has no sympathy for main- 
taining world peace through the enforced 
might of Great Britain and the United 
States, desiring “a better and cheaper solu- 
tion.” Neither does he approve of re- 
gional groupings and a balance-of-power 
solution, for fear that it would “rotate the 
eternal rivalry of armaments, recessed by 
bloody conflicts.” A union of democracies 
could not be created “without driving 
promptly into a solid bloc or blocs the 
nations excluded from the new fraternity.” 
The weakness of the League of Nations lay 
in its loose and incomplete confederal con- 
stitution, which “denied the sovereign ex- 
istence of any superstate,” yet “actually 
sought to strengthen it.” On the other 
hand, the opponents “recognized that they 
were dealing with a supernational organism, 
but feared that it would become too 
strong.” It is now desirable, according to 
the author, to admit that the Society of 
Nations is a supersovereignty, and then to 
confer upon it sufficient powers to do its 
job. The volume contains three stimu- 
lating discussions of the World Court, the 
obligatory jurisdiction of the Permanent 
Court of International Justice, and the 
sanctions under international law. The Ap- 
pendix includes Mr. Peaslee’s proposed 
amendment to the judiciary articles of the 
constitution of the League of Nations which 
was submitted in 1919 to the American 
peace commissioners at the Versailles con- 
ference. Joser Hané 

Fletcher School of Law and Diplomacy 


Bonnet, HENRI. The United Nations on 
the Way. Pp. ix, 170. Chicago: World 
Citizens Association, 1942. 50¢. 

This is the continuation of the author’s 
previous book, The United Nattons—What 
They Are—What They May Become. 
Whereas in the former work Mr. Bonnet 
referred primarily to the common organs 
of the United Nations which were devel- 
oped during this war, trying to show their 
possible further growth, in his present vol- 
ume the emphasis is laid on the problems 
which the United Nations must solve in 
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order to establish a just and durable peace 
in the world. 

Mr. Bonnet is singularly competent to 
undertake this important task because, as 
former director of the International Insti- 
tute of Intellectual Cooperation and mem- 
ber of the League of Nations Secretariat in 
Geneva, he could closely observe the small 
successes and the tragic collapse of that 
noble experiment. Mr. Bonnet is anxious 
to avoid the usual faults of the peace propa- 
gandists; he tries to be both realistic end 
idealistic in his approach. And what is 
even more important, he recognizes per- 
fectly well the fundamental problem which 
lurks behind any attempt to create a peaze- 
ful international society. 

The author writes: “Without entering 
into a detailed examination of the possible 
forms of federations, one essential principle 
must be kept in mind: there is no federa- 
tion without a federal government endowed 
with legislative and executive powers. There 
is no democratic federation when the fed- 
eral assemblies are not elected by the peo- 
ple” (p. 38). This shows that Mr. Bonnet 
differs considerably from the usual types of 
pacifists by the knowledge and conviction 
that our essential problem is the radical 
limitation of state sovereignties. Of course, 
every pacifist says so. But they do not 
usually realize that sovereignty cannot be 
limited simply by treaties, or assemblies 
constituted by delegates of the various gov- 
ernments, but that it can be limited only 
by the establishment of a supersovereignty 
above the old depositaries of power, that is, 
by a new legislative and executive organ of 
the federation having exclusive competence 
in all the matters reserved for it. This is 
a hard and disagreeable fact which most 
theorists and sentimental pacifists do not 
dare to face. Even Mr. Bonnet occasion- 
ally relapses into the old error. He has ad- 
mirably shown in the very brief space at 
his disposal the enormous problems. ecc- 
nomic and political, with which the United 
Nations will be confronted in Europe, Asiz, 
and America. However, he does not dem- 
onstrate what kind of political and eco- 
nomic organization could handle them. 

Tt is manifest that no world state or 
world federation is imaginable at the pres- 
ent time that could seriously limit the anti- 


THE ANNALS OF THE AMERICAN ACADEMY 


quated claims of national sovereignties. 
But Mr. Bonnet fails to recognize this bit- 
ter truth and avow that the future of the 
peace will depend on the willingness of the 
victorious great powers to give one another 
unconditional armed assistance in case of 
aggression and to develop as much cultural 
and economic co-operation as possible, try- 
ing to integrate the weaker nations into a 
common framework of growing interna- 
tional co-operation. Instead, he remains in 
the realm of generalities, and attributes dis- 
proportionate importance to certain treaties 
and agreements concluded during this war. 
He forgets that isolated so-called federa- 
tions of the countries occupied by the Nazis 
(as the contemplated Polish-Czechoslovak 
and Greek-Yugoslav federations), without a 
supreme directive and co-ordinating power, 
would inevitably lead toward a new balance 
of power politics. 

The problem of the elimination of sover- 
eignties has not yet been solved by anyone, 
and perhaps it is not even feasible at the 
present stage of our civilization. It is bet- 
ter, however, to recognize the tremendous 
difficulties than to shun the fundamental is- 
sues. Mr. Bonnet hes surely the great 
merit that in a httle book, attractively and 
clearly written, he has shown to a broad 
public the enormity of the task which we 
face. 


open College 


ERNER, Max. The Great Offensive. Pp. 
vi, 360. New York: The Viking Press, 
1942. $3.00. 


Max Werner—a name unknown to the 
American public a few years ago—has be- 
come comparatively familiar since the war 
began, to readers of The New Republic and 
to that increasing army of amateur strate- 
gists who avidly read and dissect the cur- 
rent military commentaries. His previous 
works—Battle for the World and Military 
Strength of the Powers—found a wide cir- 
culation and gave Mr. Werner an increas- 
ing popularity which has now been greatly 
heightened by the publication of The Great 
Offensive, his most ambitious and in some 
ways his best work to date. 

Mr. Werner as a military commentator 
has both strengths and weaknesses. His 
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earliest book revealed his weaknesses and 
did not empnasize his strength. He was— 
and is—a Russophile; his open and un- 
abashed prejudices were so pronounced that 
they smacked of “the party line” and ore- 
vented an objective treatment of Russian 
military strength. In his second book this 
fault was somewhat overcome, and in The 
Great Offensive it is still further suberdi- 
nated, though there is no question that it 
influences the author’s objectivity and judg- 
ment. This is the most serious criticism of 
The Great Offensive; it cannot be terméd 
either historically eccurate or militarily 
realistic, for it suffers not only from the 
author’s canalized approach but also be- 
cause of his method. Mr. Werner builds 
up this book—as he has done in previous 
books—with volumimous and interesting 
quotations from contemporary newspaper 
articles. Tae German and Russian popular 
and military press have been drawn upon, 
and the result is, from Mr. Werner’s point 
of view, convincing. But it requires little 
elucidation to point up the errors inherent 
in this method; I can think of few less re- 
liable mediums of information than the 
German and Russian press. 

Though it is necessary to emphasize these 
faults in a work which has been too emo- 
tionally acclaimed and not too critically 
received, it is at once necessary to qualify 
them. Mr. Werner all along has been a 
convinced believer in Russia’s strengtk, and 
he has been right. He sees the war cross 
the steppes of Russia; he views the global 
conflict through the perspective of Russia’s 
vast distances; and though this does not 
make for a detached view, it does give a 
certain validity to Lis comments on Russia. 
And he is at his best when he deals with 
Russia, despite his lack of military objec- 
tivity. 

Mr. Werner rightly emphasizes the im- 
portance of continental power (land power) 
in this war, and his analysis of the mistakes 
in German strategy—the transformation of 
a limited war into an unlimited one, and 
the abandonment of military objectives 
(Moscow and the Red Armies around Mos- 
cow) for geopolitical and economic ones 
(the Ukreme and the Caucasus)—is mas- 
terful. And the very method which may 
make for inaccuracy insofar as military 
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operations are concerned (the selection of 
press comments) gives a freshness and 
timeliness to his book, and probably ac- 
curately reflects the public’s opinion of the 
shifting tides of war. 

Many observers will disagree with Mr. 
Werner in his analysis of the Battle of the 
Frontiers and the Battle of Smolensk in 
the opening months of the Russian cam- 
paign, and others, who look at the war 
through the astigmatic spectacles of the 
Pacific will not like what he has to say 
about strategy in that ocean. And some 
of his unsupported and undocumented gen- 
eralities will be irritating to the precise 
mind of the historian and the tactician. 
Nevertheless, Mr. Werner has stimulating 
ideas; he knows, and has faith in, Russia, 
and events have shown beyond the shadow 
of a doubt that his faith is justified. This 
book should be read with perception and 
care, 

Hanson W. BALDWIN 

New York, N. Y. 


WHITAKER, JoHN T. We Cannot Escape 
History. Pp. 374. New York: The 
Macmillan Co., 1943. $2.75. 


Since nobody has ever escaped history, 
to issue a dictum that “we cannot escape 
history” is to utter a redundancy. But it 
would be unfair to hold the title against 
Whitaker, who has given us an exciting vol- 
ume. It is true that he does not add much 
to the ground already covered by the 
Knickerbockers, the Shirers, the Leland 
Stowes, the Quentin Reynoldses, the Shee- 
ans, and others who have summed up the 
lessons of the last ten years. But what 
he adds has been done in a truly workman- 
lke and able way. Here can be found 
revealing studies of the Naz, the Fascist, 
and the Communist systems at work as seen 
by Whitaker in Berlin, Rome, and Moscow. 
Whitaker tells some extremely interesting 
anecdotes about the killing of Nazi Ernst 
Roehm, the sickness of Mussolini, and the 
defection of certain key Italians. Contrary 
to a score of reporters and commentators, 
Whitaker is convinced that the German 
Army took permanent control of Hitler 
when the Brownshirt Storm Troopers were 
murdered in the 1934 purge. Since that 
time Hitler has been the “front” behind 
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which the army has worked. There was no 
quarrel between the generals and the Chan- 
cellor over the invasion of the Rhineland 


or over the decision to strike for Moscow.: 


Whitaker argues that the seemingly roman- 
tic attempt to take Moscow was merely 
show, designed to bring Japan into the war 
against the United States. The illusion of 
a frontal attack on the Russian capital was 
kept up until December 8, the day after 
Pearl Harbor. Then the Germans became 
frank about the “failure” of the attempt. 

All in all, Whitaker is a good journalist, 
whom the historians will have to check on 
meny points when rewriting the world 
tragedy between 1934 and 1942. We can- 
not believe that Whitaker remembered the 
sentences uttered to him by Mussolini, Lit- 
vinoff, or Laval. But Whitaker’s evalua- 
tions of the lessons of the last ten years 
show that he is a shrewd psychologist who 
can place the policy of appeasement in its 
proper perspective. Probably the most ef- 
fective writing of Whitaker can be found 
in the chapter on “Peace in Our Time,” 
which tells about the internal conditions of 
Czechoslovakia during the Munich crisis. 
The reviewer also enjoyed Whitaker’s 
scorching indictment of the American iso- 
lationists. 

JosEPH $. Roucex 
Hofstra College 


BAILEY, FRANK Epcar. British Policy and 
the Turkish Reform Movement. Pp. xiv, 
314. Cambridge: Harvard University 
Press, 1942. $3.50. 


Dr. Bailey’s book is concerned with an 
interesting and important period in the 
later history of the Ottoman Empire, that 
of the Tanzimat, or Reform, in the first 
half of the nineteenth century. Though de- 
nied by many Turkish nationalists, the 
Tanzimat is significant in the light of the 
Kamålist reforms about one hundred years 
later. The special province of this volume 
has to do with British influence on the Ot- 
toman reform movement. 

An introductory chapter traces something 
of the historical and constitutional develop- 
ment of the Ottoman Empire into the first 
quarter of the nineteenth century. Chap- 
ters I to IL, about one-half the book, out- 
line Britain’s commercial relations with the 
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Ottoman Empire to the middle of the nine- 
teenth century. The latter part of the text 
(Chs. IV to VI) traces British influence on 
the reform movement. The author points 
out that Great Britain, under Lord Palmer- 
ston as Prime Minister and with Stratford 
Canning in Constantinople, was not pri- 
merily pro-Turkish, but anti-Russian, and 
that the British Goverrment was interested 
in Turkish reform essentially as a means 
of strengthening this bulwark in the Near 
East along British routes to India. The 
British interest in Ottoman reform, there- 
fore, centered in military and financial 
reconstruction, reasonable laws, equitable 
taxation, and a humanitarian program. It 
did not extend to the development of a 
constitutional, parliamentary government. 
There are especially interesting chapters on 
Reshid Pasha and the drawing up of the 
Hatti Sherif cf Gulhané of 1839. The au- 
thor concludes that the reform movement, 
though influenced from abroad, was pri- 
marily indigenous in origin. 

The appendix contains six useful docu- 
ments, including both the Hatti Sherif of 
1839 and the Hat-i-Humayun of 1856, 
There is also a good bibliography. 

There are a few typographical errors, and 
a few errors of fact. The Harbieh (Mili- 
tary) College, for example, appears to have 
been established in 1834, not 1830; while 
a military medical college was set up in 
1827, and a naval school as early as 1795. 
The Moniteur Ottoman seems to have been 
established in 1825 (not 1831). These are, 
however, minor errors, which do not de- 
tract from the contribution of the mono- 
graph as a whole. 

Harry N. HOWARD 


Arlington, Virginia 


ORRABIN, J. F. An Outline of Political 
Geography. Pp. x, 157, iv. New York: 
Alfred A. Knopf, 1942. $1.50. 

Mr. Horrabin’s high repute as a drafts- 
man is based on solid achievements. His 
maps grace H. G. Wells’s An Outline of 
History; bis clear drawings illustrate Lan- 
celot Hogben’s Mathematics for the Mil- 
lion. This slim volume too contains fine 
maps—yet it is not what it purports to be, 
namely, an outline of political geography. 

The book starts as an introduction to 
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historical geography, turns—midway— into 
a pamphlet on the evils of laissez faire eco- 
nomics and capitalistic imperialism, and 
ends—abruptly—with the assertion that “it 
is clear that national sovereignty must go.” 
This reviewer shares some of Mr. Horra- 
bin’s sentiments, but is unable to follow his 
line of reasoning. 

Mr. Horrabin leads off by rejecting the 
(German) heresy of geographical determin- 
ism, He follows closely the geographical 
interpretation of history advanced by Ellen 
Semple and James Fairgrieve, and accevts, 
on the whole, their environmental thesis: 
The history of world politics and world 
trade is primarily the history of the tem- 
perate latitudes north of the equator; a 
strategic location on the rim of Eurasia, 
climate, and the incidence of minerals fa- 
vored the rise of the Western powers to 
world domination. Beyond this general 
observation, Mr. Horrabin is careful to 
point out, the geographer’s analysis of his- 
tory must guard against rashly attributing 
intrinsic value to geographical position, for 
that value is constantly modified by man, 
his social organization, his instruments, his 
politics—and his weapons. 

Mr. Horrabin’s map sketches depicting 
the movements of ancient civilizations, the 
displacement, from south to north, of the 
political center of gravity, the thrust Imes 
of European expansionism in the Age of 
Discoveries, are drawn with easy simplicity 
—the hallmark of the artist. 

Not so happy is Mr. Horrabin’s excursion 
into the realm of economic geography. The 
determinism he so wisely rejects in his 
analysis of geographical factors warps his 
views on world economics. His observa- 
tions that “the British Empire is pre- 
eminently a creation of British capitalism” ; 
that white rule in South Africa “is purely 
Fascist”; and that minority groups ‘“—be 
they Nazi gangsters or Wall Street or City 
of London plutocrats—exploit the national- 
ist emotions... of their countrymen...” 
stem from an association of ideas remote 
from the problems of political geography. 
As Marxian dialectics infiltrate Mr. Horra- 
bin’s lines of thought, his hand loses its 
easy touch. His chapters “The World To- 
day” skip hastily’ across the jagged land- 
scape of world politics; the accompanying 
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maps are less clear than those contained in 
earlier chapters. 

An Outhine of Political Geography leaves 
the disappointed reader with the impression 
that Mr. Horrabin dealt too summarily with 
a fairly complicated problem, namely, that 
of the integration of modern society. That 
his book bristles with ideas, new and pre- 
conceived, only slightly compensates the 
author’s unfortunate habit of confusing his 
social prejudices with the elements of po- 
litical geography. 

True, there is a crying need for more and 
better books on political geography. There 
is a need also for simple writing and for 
simply drawn maps. The more is the pity 
that Mr. Horrabin, in his eagerness to pro- 
vide a layman’s guide to the problem of 
state and earth, overshot his mark. “Over- 
simplified” is not a synonym for “simple.” 

ROBERT STRAUSZ-HUPÉ 

University of Pennsylvania 


LENGYEL, EMI Siberia. Pp. xiii, 416. 
New York: Random House, 1943. $3.75. 


“Siberia may well be considered a symbol 
of that fight [for our way of life and 
against our enemies’ way of death]. It is 
a new country, rich in natural resources, in 
energy and in promise. It may soon be- 
come the battlefield upon which the future 
of mankind will be decided.” Thus Mr. 
Lengyel, of The Danube, Dakar, and Tur- 
key fame, sums up his sociological study of 
the great new land of the Old World. His 
style and coverage are unorthodox; he 
speaks of Siberia now as a historian, now 
as an economist, an exile, a political ob- 
server, and again as a novelist. In truth, 
he is the biographer of a land—broad, flat, 
fertile, little touched and little known, but 
alive and straining on its fetters of having 
been neglected too long. 

Siberia by no means is the frozen vast- 
hess we usually associate somewhat hazily 
with that part of Asia which served as 
Russia’s jailhouse; rather, it 1s a climati- 
cally well-distributed and earthly-treasure- 
blessed land which promises to be the eco- 
nomic hope of Russia. As Mr. Lengyel 
takes us through this land, we meet the 
explorers, the adventurers, the merchants, 
the cutthroats, the exiles, and the pioneers, 
all melting in a maelstrom of brutality and 
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lustful gain-seeking, all contributing to the 
development of a fantastic immensitv of 
land which has felt the boot of a Genghis 
Khan, a Kolchak, and an Ungern-Sternberg, 
and the courage of Bering and Lenin and 
Rezanov. The author’s sketching of man 
and places and their background is so much 
more admirable as all of it retains of the 
flavor of the land, the villainy, the in- 
domitable pulsation of life that makes Si- 
beria a giant pawn in the game for power, 
for Japan’s greedy hands are stretching not 
only for its oceanic coasts but also for its 
wilderness and desert-hidden natural re- 
sources. 

Historically, Siberia is interesting because 
of the czars’ stupid policy of keeping it 
locked away, occasionally auctioning it off 
to political fortune-seekers for a price, look- 
ing at it with “condescension and contempt” 
as some far-off colony. The story of the 
construction of the Transsiberian Railroad, 
the longest line in the world, by Katorzh- 
niki (exiles at hard labor), conscripted 
soldiers, and Chinese laborers, is fantastic. 
The civil strife, mvolving groups of many 
nations and evolving into a complex and 
sorrowfully prolonged civil war that coursed 
all over the continent, presents a chapter 
on international Machipolittk at its worst. 
Then comes the picture of the new, how the 
Soviets transformed this blood-soiled Jand 
into a busy Magnitogorsk, with chemical 
combines and shipyards, blast furnaces and 
smelters, collective farms and precious min- 
eral metallurgy, railroads, planes, electricity 
and telephones, hospitals and schools. This 
then is the very best of panoramic presenta- 
tions of a world which to date has been 
maligned because no one made much effort 
to know it better, to make it known better. 
It should be doubly welcome because of 
its grasp of the whole. 

Admittedly, the true discovery of all Si- 
beria is still in its infancy. Not all will 
share the author’s enthusiasm for Siberia’s 
sovietization, or acquiesce to some dog- 
matic political subjectivity—for it is always 
easy to disagree with such compilations on 
disputable people and their doings. Suffice 
it to say that this is a land of infinite and 
fluid complexity, its full history as shrouded 
as its future. Mr. Lengyel has performed 
a difficult task better than well, for his rec- 
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ord is stirringly human and colorful, and 
incites to thought. In English, it represents 
the only ana the best introductian to Si- 
beria. 
Borrs ErtcH NELSON 
Westminster College. 
Princeton, N, J. 


Faraco, Lapistas (Ed.). German Psycho- 
logical Worfare. Pp. xxii, 302. New 
York: G. P. Putnam’s Sons, 1942. $3.00. 

ToLMAN, Epwarp Cuace. Drives Toward 
War. Pp. vi, 118. New York: D. Ap- 
pleton-Century Co., 1942. $1.25. 


The Farago book, as the title indicates, 
explains the techniques of psycnological 
warfare of Nazi Germany. The Tolman 
book is a psychological analysis of aggres- 
sion, with an underlying theme tha: all war 
is wrong. 

The former volume was prepared co- 
operatively by Dr. Farago with other mem- 
bers of the Committee for National Morale, 
under the direction of Arthur Upham Pope. 
After a brief introduction by Kimball 
Young, ninety-seven diferent questions are 
asked, beginning with “Why did the Ger- 
mans think they lost the First World War?” 
and ending with “What are tke tech- 
nicues of Germany’s war propaganda?” 
Each question is discussed in a few short 
paragraphs, although not always fully an- 
swered, primarily by reference to one or 
more citations in the Bibliography of 561 
German sources. All items in th:s Bibli- 
ography are abstracted. and it occupies 39 
per cent of the total book. There is no 
index. At the time of publicat:on this 
work was practically the only objec-ive rec- 
orc of Nazi materials on the social psy- 
chology of warfare. It has thus been a 
storehouse of information for many investi- 
gators, although its usefulness has declined 
somewhat with the passage of time. 

An objective treatise, too, is the little 
book by Professor Tolman, although he 
takes pains to point out that his views are 
definitely influenced by three facts: he is 
an American, a college professor, and a 
pacifist. He also admits freely that his 
basic argument is oversimplified. He even 
goes so far a3 to say that his thesis of a 
“Psychologically Adjusted Man” is still a 
myth, although perhaps no more so than 
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the myths of spiritual man, intellectual 
man, economic man, or heroic man. 

Anyone familiar with Tolman’s Fur- 
posive Behavior in Animals and Men will 
feel at home with the present volume, writ- 
ten at a less sophisticated level. Again ani- 
mal behavior has been used as a primary 
basis for understanding human motivation. 
Again behavioristic and hormic points of 
view have been skillfully woven together. 
Again the work stands as a whole, with the 
various subthemes being drawn together 
in one systematic argument at the end. A 
remarkable thing anent this book about 
drives toward war is that it is not about 
war. The word “war” has only two page 
references in the index, and any discussion 
of war as such is negligible. The natural 
result is a panacea for war which omits any 
consideration of economic or political prob- 
lems, but rests instead on a threefcld notion 
of avoidance of too great biological frustra- 
tions, easy identification with parents or 
other acceptable authorities, and the crea- 
tion of a supranational state. And all this, 
confesses the author in his final paragraph, 
“is a Utopian dream.” 

The Tolman book, based on thzory, is a 
unique approach to the complex problem of 
ageression. The Farago volume, based on 
fact, is a useful description of some specific 
aspects of aggression. 

STEUART HENDERSON BRET 

National Research Council 


CHASE, STUART. Goals for America. Pp. 
vili, 134. New York: The Twentieth 
Century Fund, 1942, $1 00. 


This little provocative volume 1s the sec- 
ond by Mr. Chase in his series “When the 
War Ends” The first, entitled The Road 
We Are Traveling, 1914-1942, explored the 
fundamental recent trends in otr history. 
This volume deals with a national budget 
of our needs ard resources for postwar 
United States. 

Mr. Chase takes the position that we are 
undergoing an economic, political, and so- 
cial evolution, which has become so ac- 
celerated by the war that it has taken on 
revolutionary proportions. He 1s concarned 
with the solution of the problem of “the 
freedom from want.” He dissects it into 
economic rights and duties. The former 
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consist in ever growing demands for food, 
shelter, clothing, health services, and edu- 
cation. Tae latter are the necessity of the 
governmert, entrepreneurs, and laborers to 
co-operate in satisfying these demands. 

. The author prophesies that fifteen mil- 
lion workers will be thrown on the labor 
market waen the last shot is fired, thus 
increasing the working population to forty- 
five millions. He contends that we must 
not repeat the blunders of the last postwar 
period and have unemployment and doles 
visited upon us. Let us recognize our du- 
ties and launch upon a program of public 
works, unlike anything any earlier civiliza- 
tion has 3een. Let us rebuild the cities, 
tame the watersheds, conserve our forests, 
restore our grasslands, integrate our trans- 
portation system, build civic centers, libra- 
ries, museums, laboratories, and universi- 
ties, and encourage the fine arts. If we can 
absorb our employed in such a wasteful 
enterprise as war, then why cannot we en- 
gage our mankind fully in the peaceful arts 
and crafts? Later, when the advance of 
technology again displaces manpower, we 
can curtail our hours of labor and lengthen - 
our vacations to give us more leisure. This 
is Mr, Ckase’s thesis in this book. 

To implement this plan, the author rec- 
ommends using existing customs and ex- 
isting agencies. He suggests nothing 
revolutionary. Most of his administrative 
suggestions are now in operation. He would 
preserve the private business enterprises 
and the profit motive, yet he would also 
encourage government control and owner- 
ship of those programs where free enter- 
prise fails in its responsibility to the entire 
community. Mr. Chase contends that the 
best-functioning democracy is the one predi- 
cated on a mixed economy in which the 
government assumes the responsibility for 
the irreducible minimum standard of living 
for all the people and where the activities 
of the community are carried on by big 
business, little business, co-operative asso- 
ciations, and the various nonprofit organi- 
zations. No one disputes the fact that 
capitalism’s great contribution to modern 
society i3 production. It has failed miser- 
ably, however, in the field of distribution. 
There should be no poverty in the midst 
of plenty. 


168 


Mr. Chase’s analysis of the wants of 
mankind is splendid. His solution to the 
problem of the inequitable distribution of 
goods seems inadequate. He admits that 
our present economic institutions have 
failed, and yet he urges that they can with 
some adjustment prevent the recurrence of 
the miseries of the last depression. I fear 
that he had better reconsider his solution 
and suggest a planned democracy with 
much more government control and inter- 
vention than he is now willing to allow. 

J. H. LANDMAN | 

College of the City of New York 


YouNG, JoHN Parxe. The International 
Economy. Pp. xvi, 714. New York: 
The Ronald Press Co., 1942. $4.50. 


In the present deluge of postwar litera- 
ture it is a relief to come across Professor 
Young’s quiet and scholarly work on the 
international economy. It is not possible 
in this brief review to discuss the subject 
matter of its seven hundred odd pages, 
touching on many and hotly debated issues. 
The author takes a balanced middle posi- 
tion and presents a well-rounded picture of 
international trade, finance, and commercial 
policy. ‘The various chapters summarize 
current theories, adding illustrations which 
together give the history of the interwar 
world economy. The volume should find 
general use as an elementary textbook and 
serve also as a guide to the lay reader who 
is interested in international economic rela- 
tions. 

Writing at the present moment, however, 
the author places himself in a rather diff- 
cult position. It is probably impossible to 
interpret the developments during the inter- 
war period in the terms of any accepted 
theory of international economics. We wit- 
nessed the breakdown—if not the final dis- 
appearance—of the old patterns of econ- 
omy as, explicitly or implicitly, assumed by 
classical economists. Even writers like 
Ohlin and Haberler do little more than ex- 
tend the usual equilibrium theory to inter- 
national trade; the assumptions of this 
theory are hardly more likely to stand in 
the future than those of the classical the- 
ory. It has become increasingly clear that 
world economy is a more complicated 
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mechanism than we have generally ad- 
mitted, and the author’s treatment of his 
subject would. have gzined if he had given 
due attention to the multilateral trade pat- 
terns as brought to light by Hilgerdt and 
analyzed, for instance in the recent League 
of Nations publication The Network of 
World Trade. The modern approach un- 
dermines much abstract analysis and opens 
up lines of research on a more realistic 
basis. 

While the subject matter of the work is 
thus, in a double sense, historical, the au- 
thor’s thoughts are naturally drawn towards 
the future with its possibilities of a “vastly 
improved economic and political world.” 
The contemplation of past failures is, of 
course, a healthy antidote against the sim- 
ple faith in blueprints, but, if anything, the 
author shows too great a restraint in draw- 
ing the moral of the feilures. It is my im- 
pression, however—perhaps a false one— 
that Professor Young believes reconstruc- 
tion possible within tke old framework of 
trade and finance, through the return to 
freer trade and capital movements, the 
abolishment of exchange controls, and so 
on. An analysis on lines suggested above 
might have shown that the disintegration of 
what we used to call world economy has 
gone so far that we shall have to start 
building anew. 

JOEN LINDBERG 

Princeton, N. J. 


LEAGUE oF Nations, Economic INTELLI- 
GENCE SERVICE. The Network of World 
Trade. Pp. 172. New York: Columbia 
University Press, 1942. $2.75. 


This volume is a companion to the 
League’s earlier one entitled Europe’s 


_ Trade, which dealt with the part played by 


Europe in the trade of the world. This 
study concerns itself with a similar ques- 
tion regarding other geographical or politi- 
cal areas. Seventeen groups, eight political 
areas, and the dollar-sterling-peso sphere 
are treated. Extensive tables form the 
appendix of the book and provide the mi- 
nute data on which tne conclusions are 
predicated. 

The study deals primarily with the unity 
and interdependence of international trade 
prior to World War I, due to the natural 
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resources peculiar to each area and the 
various man-made regulations. World 
trade in peacetime took on a distinct pat- 
tern. This treatise analyzes this system, 
emphasizing the interchange of commodi- 
ties and the settlement of accounts. 

This study’s description and narration 
of world trade does not reveal data that 
is not already familiar to economic geogra- 
phers and international bankers. It is im- 
portant, however, insofar as it points out 
the significance of world economy in mod- 
ern civilization. Climate and geology alone 
do not fix the pattern of this system of 
multilateral trade. Labor, capital, tariffs, 
and autarkic incernational practices also 
play roles in designing the scheme of inter- 
national trade. The present war has defi- 
nitely altered this pattern. 

Platonists who are busy designing the 
permanent peace to follow musz tak2 full 
cognizance of the part that international 
trade plays in the economic welfare of 
states. The countries of the world are 
economically interdependent. No ccuntry 
is self-sufficient. A distorted international 
commercial policy at the expense of any 
country is bound to cause friction resulting 
in war. The permanency of the peace to 
come depends in no small measure on a 
proper understanding of the nature of world 
trade. It would be well for peace planners 
to study this treatise. 

J. H. LANDMAN 

College of the City of New York 


PEARSON, JAMES CONSTANTINE. Tke Re- 
ciprocal Trade Agreements Prcgram: 
The Policy of the United Stctes and Its 
Effectiveness. Pp. xii, 328. Washing- 
ton: Catholic University of America 
Press, 1942. $2 00. 


About half of this book is devoted to 
“background.” The main trends of thought 
regarding trade policy are sketched from 
the Greeks on down There follows a fuller 
discussion and conventional analysis of 
world trade between the wars. Waen he 
comes to the Hull program, Mr. Pearson 
gives a reasonably adequate account of its 
main elements: the passage of the ect, the 
provisions of the agreements, the machinery 
of administration, and the course of our 
trade with agreement countries. The con- 
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clusion is that the agreements have had a 
favorable influence on our trade with agree- 
ment countries and that continuation of the 
Hull policy is desirable from the point of 
view of the long-run interests of the United 
States and of the world at large. There is 
nothing in the book that necessitates any 
revision of the attitude toward the pro- 
gram that has prevailed in academic circles. 

On many points Mr. Pearson apparently 
accepts the official presentation of the case 
for the program without important quali- 
fication of his own. For instance, although 
the attempts to secure equal treatment 
from foreign countries using quotas, ex- 
change controls, and import monopolies are 
said to be somewhat unsatisfactory, there 
is no discussion of what the “representative 
period” formula really implies in its effect 
on world trade or how it compares with 
equal tariff treatment. The author has not 
been able to get any closer than earher 
writers to an accurate measurement of the 
effects of the agreements on our foreign 
trade. He states his conclusions on this 
subject rather loosely. Within three para- 
graphs (pp. 272-73) he says that conces- 
sions “did tend to influence” exports of 
concession items, imports of concession 
items were “also predomsnantly influenced 
by the reciprocity agreements,” and “the 
trade agreements greatly influenced the 
growth” of American foreign trade (my 
italics). Most of the book was written in 
1940 and there is httle discussion of war- 
time developments. 

The best part of the book is a discussion 
of the trade agreement with Belgium. The 
material is fairly detailed, but more of the 
same sort of analysis would have been 
welcome. We need more case studies of 
particular agreements to get a complete 
picture of the Hull program and to make 
some progress in the difficult problem of 
evaluating the effects of concessions. 

The book is wordy; roundabout phrases, 
clichés, and awkward constructions abound. 
Words are sometimes used too loosely. In 
his opening paragraph the author says, 
“The bitter truth is writ on Clio’s unblem- 
ished face; it rests in the indisputable an- 
nals of postwar history, abounding in pre- 
meditated ruthless violations of law and 
pact which by their very nature tend to 
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emasculate the very foundations of civilized 
international society” (italics in original). 

A lot of work went into the book, which 
was a Ph.D. thesis at the Catholic Univer- 
sity of America. Except for the analysis 
of the Belgian agreement, nothing has been 
added to our knowledge or understanding 
of the trade agreements program. 

Warm DIEBOLD, JR. 
Council on Foreign Relations, Inc. 
New York, N. Y. 


LzAGUE oF Nations. World Economic 
Survey, 1941-42. Pp. 198. New York: 
Columbia University Press, 1942. $2.50. 


On the economic front the League of Na- 
tions 1s not dead, but carrying on. Whereas 
the great international economic confer- 
ences accompanied by so much fanfare 
brought forth few tangible results, the Sec- 
retzriat made a significant contribution in 
centralizing and analyzing world economic 
data. One of its publications, the World 
Economic ‘Survey, is now in its tenth edi- 
tion. To quote from the preface, it “deals 
with a world at war.” 

Written under the handicaps of wide- 
spread government censorship of economic 
information, the editors have been able to 
assemble an amazing amount of data for 
chapters on production, consumption and 
rationing, finance and banking, price move- 
ments and price control, international trade 
and the transport situation. For us, the 
people of the United States, who are just 
edging into a war economy, this factual sur- 
vey is invaluable for its analysis of ration- 
ing systems, price controls, “iron savings,” 
finar-cial methods, and industrial concentra- 
tion and specialization of other war econo- 
mies which have had their trials by fire. 
The evolutionary pattern traced from the 
experience of the United Kingdom and Ger- 
manv provides a prognostication of future 
evenzs which should forewarn and assist us 
in our own programs. 

Limitation of space does not permit a 
detailed review, but special attention is 
called to the chapters on Consumption and 
Rationing, and Finance and Banking. In 
the latter, the roles of heavy taxation and 
government borrowing, the effects on bank- 
ing systems, difficulties connected with 
blockage of consumer incomes, and the ef- 
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fects on security values of a “liquid pub- 
lic” present a blueprint which is all too 
uniform for the various countries. For 
postwar planners who are now actually en- 
gaged in both government and private or- 
ganizations, this tenth volume of the Sur- 


‘ vey is “must” reading. Included are data 


on relocation of industrial centers; new 
industrialization in so-called “backward” 
countries; physical health, mobility, and 
migration of populatiors; the deterioration 
of agriculture in spite of new crop develop- 
ments; and changed channels of interna- 
tional trade, such as the reorientation of 
European trade under German domination, 
of Asiatic trade under Jzpan’s co-prosperity 


sphere, and of United Nations trade under 


lend-lease operations. It is changes such 
as these that must be given due considera- 
tion in postwar reconstruction programs. 

Though the informatzon is available for 
us in the United States, it is regrettable 
that the Survey, which is addressed to the 
world, does not include a discussion of the 
new foreign trade procedures in this coun- 
try designed to function in a world at war. 
The basic principles and activities of the 
Office of Lend-Lease Acministration up to 
the fall of 1942, which have been drawn 
from reports to the Congress, are exten- 
sively presented, but there is little implica- 
tion of the growing and significant develop- 
ment of “reverse or reciprocal lend-lease” 
and of the increasing dolar balances arising 
from expenditures of our Government for 
foreign military operations and of our sol- 
diers as military “tourists.” 

ETHEL B. DIETRICH 
Mount Holyoke College 


Hazurrt, Henry. A New Constitution 
Now. Pp. xü, 297. New York: Mc- 
Graw-Hill Book Co., 1942. $2.50. 


Mr. Hazlitt has appointed himself a one- 
man constitutional convention to overhaul 
our entire system of government. He sets 
forth with telling force the defects of our 
present Constitution. He states with com- 
plete assurance the basic changes needed to 
correct these defects. He furnishes de- 
tailed blueprints to show exactly how these 
changes may be brought about. He iasists 
that they be made now. 

The indictment of our present system is 
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not new. The separation of the powers 
and complicated checks and balances so 
dear to the Founding Fathers give to our 
constitutional system a dangerous inflexi- 
bility and complete irresponsibility for the 
management of government “Congress 
can prevent the President from doing waat 
he wishes, but cannot make him do wha: it 
wishes.” The result is a succession of con- 
flicts and deadlocks which destroy efficiency 
and prevent any real accountability for the 
bad results. The solution of all these difi- 
culties lies in a cabinet system of govern- 
ment patterned after that of Great Britain, 
though patterned perhaps more closely after 
the British Government of Gladstone’s time 
than of Churchill’s. Two substantial chap- 
ters are devoted to answering in detail the 
various objections urged against the cakinet 
system, or against the feasibility of adopt- 
ing it in this country. This is very good 
debating indeed. 

The Hazlitt plan would fuse zhe l2gis- 
lative and executive branches of the Fed- 
eral Government. Congress by joint vote 
of the two houses would choose a premier 
who would lead the majority party, would 
of course sit in Congress, and would head 
the administration. It would also choose 
a president to perform ceremonial and 
other minor duties. The premier would 
choose a cabinet both from Congress. and 
from outside, all members of which would 
sit in Congress. The members would be 
titular heads of the major executive de- 
partments, though not the actual admin- 
istrators thereof. If the premier lost the 
support of the majority in Congress he 
would either resign, or dissolve Congress 
and order a new election. The premier 
would thus head the entire government but 
would be effectively responsible to Congress 
for his management of it. 

To install this plan would demand the 
recasting of many other parts of our gov- 
ernmental machine. Cabinet responsibility 
demands an essentially unicameral legisla- 
ture, and therefore the Senate would be 
reduced to a delaying and criticizing body 
only. The lower house would be reduced 
in size, would be elected for four years, 
and would be thoroughly revamp2d in- 
ternally by creating a central legislative 
committee or council through whose hands 
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legislative business would clear. Congress- 
men would be elected by secret ballot and 
universal suffrage, except that the ballot 
would be taken away from government ofh- 
cials and employees and the recipients of 
Federal relef. Mr. Hazlitt completely re- 
pudiates proportional representation. The 
requirement that members of Congress re- 
side in the state or in the district from 
which they are chosen would be abolished, 
and this would permit distinguished public 
figures, former Presidents, and the like, to 
be elected to Congress regardless of where 
they live. A system of popular recall would 
permit a member of Congress to be retired 
by a dissatisfied constituency. 

The Supreme Court would be retained 
in its present position as an interpreter of 
our Constitution and as a check on the un- 
constitutional acts of the political depart- 
ments. Its membership would be frozen at 
nine to prevent any future possibility of 
“packing.” Retirement of judges at 70 or 
75 would be compulsory, and in addition to 
impeachment, Congress would be given the 
power to remove judges by a vote of both 
houses, but not more than one a year. The 
Constitution would be made easier to 
amend by allowing amendments to be pro- 
posed by a majority vote in both houses 
of Congress and ratified by a majority of 
the voters in a majority of the states. One- 
fourth of the state legislatures could also. 
propose amendments, which Congress would 
be required to submit to ratification. 

While Mr. Hazlitt wants these changes 
made now, he is realistic enough to know 
that they will probably not be. To further 
his program, he calls upon states and cities 
to experiment along these lines so that we 
may learn by experience how these various 
proposals would work. Also, he proposes 
the creation of a League for Constitutional 
Reform to direct a campaign of education 
and propaganda. 

This is a gallantly challenging book. It 
contains much penetrating analysis and po- 
litical wisdom It bristles with startling 
and controversial proposals, and these are 
not all equally well supported. It should 
be required reading for all smug-minded 
Americans, which includes most of us; for 
whether Mr. Hazlitt wins his campaign or 
not, this kind of intelligent self-criticism is 
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what this Nation needs if it is to deal 

wisely with the many defects in our gov- 

ernmental system which he so cogently ex- 

poses. Ropert E. CUSHMAN 
Cornell University 


KATONA, GEORGE. War Without Inflation. 
Pp. x, 213. New York: Columbia Uni- 
versity Press, 1942. $2.50. 


In this interestingly written, suggestive, 
and, may I say, astute, little book, the au- 
thor affirms that an important goal is to 
conduct the war without inflation. It is 
recognized that economic controls in the 
fields of price, rationing, taxation, and sav- 
ing must be directed to that goal; but with- 
out “psychological preparation,” these eco- 
nomic measures cannot be effective. The 
book, therefore, centers around the atti- 
tudes that are necessary to make the con- 
trols effective, and the methods and proce- 
dures required by government agencies to 
elicit the desired behaviors. 


The autbor’s analysis of inflation is based » 


on a separation of “economic factors” from 
psychological forces. Though there is no 
explicit discussion of the “economic fac- 
tors,” it appears that they are the quantity 
of money and the quantity of goods. The 
traditional “scientific theory” of inflation 1s 
stated to be as follows: “If money units 
and physical units [of commodities] in- 
crease at about the same rate, a process of 
sound business upswing results, but if 
money incomes grow much faster than the 
quantity of goods produced or if incomes 
zrow while the output of goods declines, 
then prices rise. The excess of the quan- 
tity of money over the quantity of goods 
is the cause of the price increase and deter- 
mines its extent” (pp. 4, 5). The author 
proceeds to explain that “most economists 
today do not adhere rigidly to the orthodox 
viewpoint formulated above; ... they con- 
sider also the velocity of .. . circulation” 
The author then concedes that many “eco- 
nomic writers who acknowledge that it 
takes men and their decisions and actions 
to put the mechanism of inflation into op- 
eration,” believe that the velocity of circu- 
lation depends on the attitudes of the peo- 
ple, on their mood, whether optimistic or 
pessimistic, on the prevalence or absence 
of business confidence (p. 6). With this 
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concession to the vast amount of work on . 
money and prices since at least the turn of 
the century, the author states that here 
the examination of the origins of infla- 
tion frequently ends because it appears to 
many economists tha: attitudes and moods 
are not open to scientific investigation. 
Now it is quite true that economists often 
do not pursue the inquiry further, but this 
is not due to the belief that attitudes are 
not open to scientific investigation but is 
because the attitudes are taken as ‘‘eco- 
nomic factors” as well as the measurable 
objective things included in this category 
by the author. 

The contribution of this book is not its 
economic analysis, as the few brief pas- 
sages cited here indicate, nor in pointing 
out that price level changes arise because 
people act or react to stimuli in certain 
ways, for this has been long known, but in 
bringing to the attention of economists and 
price controllers the pertinent findings of 
psychology which explain behaviors and 
the use to which these findings may be put 
in control programs, 

The psychological principles emphasized 
by the author are: “Expectations,” “Learn- 
ing by Understanding,” and “Field Laws.” 
Expectations are strongest when they are 
integral parts of a system of experience and 
knowledge. ‘Therefore a control policy of 
full disclosure of facts will be successful 
because “the response to a stimulus, such 
as a price fixing order, depends on the way 
the situation is understood. Mechanical 
repetition of connections is not the only 
way of learning; it is possible to learn by 
understanding. Apprehension of relations, 
insight into a situation, and solving a prob- 
lem are ways of acquiring knowledge as 
well as new responses” (p. 57). The au- 
thor claims that if the “necessity of be- 
having” in a certain way is fully under- 
stood, the desire to behave appropriately 
will be strong. The fundamental ‘principle 
of the psychological preparation by the gov- 
ernment is therefore not based on the Hit- 
lerian doctrine that the masses can under- 
stand little, but on “the maturity of the 
masses, the belief that they have a desire 
for meaning and the ability to act ration- 
ally on the basis of their understanding” 


(p. 161). 
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Coupled with this urge to do what is 
needed through understanding is the force 
of the “field laws.” One of these laws is 
that if the members of a group move in a 
certain direction, ell parts tend to mov2 in 
the same direction. Thus, if one taor- 
oughly understands that a price of ration- 
ing control is needed to win the war, he 
will know what action he must take, and 
this action may then “be made easy by 
the attitude of the whole group and the 
vigor of predominant public opinion” (p. 
64). Though these principles of human 
behavior may be argued about till kingdom 
come, there is no break with the assump- 
tions upon which most modern price theory 
rests. 

The instructions to the control agencies 
contain excellent points, especialy in view 
of the fact that the Office of Price Admin- 
istration, in search of political support, has 
often emitied fears of inflation and short- 
ages rather than confidence that infation 
and shortages will not arise. Compiiance 
with controls and the amount of hoerding 
can be influenced by knowledge of the 
necessity Zor controls and confidence that 
they will work. Sacrifices will be accepted 
by the public, as tne author points out, if 
laws are believed necessary and effective. 
Even greater sacrifices will be accepted if 
patriotic attitudes are stimulated and the 
laws are believed fair and just. 

James ALEXANDER Ross JR. 

Washington, D. C. 


KEMMERER, EDWIN WALTER. The ABC of 
Inflation. Pp. xi, 174. New York: 
Whittlesey House, 1942. $1.75. 

This lacidly written book consists of 
three chapters on the nature and causes 
of inflation, five chapters on the effects of 
inflation, and four chapters devoted to 
methods of controlling inflation. The au- 
thor defines inflation as too much money 
and bank deposits subject to check in re- 
lation to the physical volume of business, 
thus causing a rise in the generel price 
level. The causes are analyzed first from 
the monetary side, then from the com- 
modity angle. The principal inflationary 
forces from the monetary side are: (1) 
deliberate monetary and deposit currency 
expansion as in the 1930’s, (2) fiscal in- 
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flation or the monetization of government 
deficits, (3) the increased supply of gold, 
and (4) increased velocity of circulation of 
money and demand deposits. A large part 
of the heavy Federal borrowing has been 
obtained from the sale of securities to 
commercial banks and has resulted in ex- 
pansion of demand deposits. This creation‘ 
of additional purchasing power by the 
banks spells inflation when long continued 
under an inconvertible currency like ours. 
The danger is essentially the same as that 
of printing paper money excessively. Even 
without further coining of deficits into 
checkbook money via the banks, serious 
inflation could occur through rising veloci- 
ties of money and demand deposits with 
increased confidence and spending stimu- 
lated by the war production program. 

With his usual clarity and incisiveness, 
the author examines the relation of infla- 
tion to debtors and creditors, interest rates, 
foreign trade, wages, institutional endow- 
ments, and the preservation of democratic 
government. He refuses to forecast the 
future trend of interest rates, but his com- 
parison of the current situation with that 
during World War I suggests the proba- 
bility of rising interest rates. 

The citizen should be most concerned at 
this time with the methods of controlling 
inflation and understanding what they in- 
volve. He will find in this book a treat-- 
ment of the general controls (monetary and 
banking policy, taxation, compulsory sav- 
ing, control of installment credit) and an 
excellent description of government control 
of prices during World War I, in 1941, and 
under the Price Control Act until August 
1942. 

Professor Kemmerer insists that the frst 
thing to do is to repeal the dangerously in- 
flationary legislation of the last decade, 
beginning with the power of the President 
to change the gold content of the dollar. 
He urges that the power “to coin money 
and regulate the value thereof” should be 
promptly returned to Congress; but he does 
not suggest that this also apply to com- 
mercial banks, which, in exercising their 
power to coin checkbook money, constitute 
the foremost danger of inflation. 

To curb inflation, Professor Kemmerer 
urges heavier taxation, particularly high ex- 
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cises on consumers’ goods in the luxury and 
semiluxury class, a retail sales tax, and 
personal income taxes of a type bearing 
most heavily on income spent for consump- 
tion goods. The pros and cons of the 
Keynes proposal for compulsory saving are 
listed, but no similar plan is advocated as 
part of a vigorous attack on the inflation 
problem in the United States and an addi- 
tional means of restricting the amount of 
inflationary borrowing from banks. The 
author does concede, however, that if the 
Government’s efforts to induce wage earn- 
ers to buy government bonds do not yield 
adequate results, they may have to be sup- 
plemented by some plan of compulsory 
saving. DENZEL C. CLINE 
Michigan State College 


MAGILL, RoswELL. The Impact of Fed- 
eral Taxes. Pp. ix, 218. New York: 
Columbia University Press, 1943. $3.00. 


This extremely readable study does not 
deal broadly with the Federal revenue sys- 
tem, but with those taxes that have stirred 
up the bulk of Federal tax htigation: the 
income, estate and gift, and excess profits 
taxes. These taxes are re-examined in the 
light of their past workings and as amended 
by the Revenue Act of 1942. ‘There are 
few persons better qualified than Mr. Ma- 
gill to`review the administrative and legal 
aspects of these Federal taxes. 

“This unofficial volume” is greatly con- 
cerned with “policy considerations prima- 
‘rily important to the citizens.” Mr. Magill 
applies his “criteria of a well-designed tax 
system—adequacy, simplicity and economy 
in administration, and fairness in distribu- 
tion” to present policy and his hopes for 
remedial congressional and administrative 
action in the future. In the chapter “A 
Federal Tax Program,” the author is forth- 
right: “the double taxation of corporate 
dividends should be stopped”; the excess 
profits tax “needs complete revision... 
the rates are so high that any defect in 
the tax is devastating, and unfortunately 
there are many defects”; “there is general 
agreement that we should institute the 
withholding system at once in the collec- 
tion of the ordinary income tax.” The con- 
cern expressed by the allotment of space 
to the “impact” of the major taxes on 
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family arrangements is a legal rather than 
an economic concern. This is not said 
in criticism. ‘There are about forty cases 
discussed in this small book. It 1s a little 
surprising that the general sales tax pro- 
posal is not nandled in so forthright a fash- 
ion. “The adoption oz a general sales tax 
is an Important next step in the direction 
of more adequate Federal taxation” (p. 36). 
But that is the last comment and almost 
the first one on the policy of a sales tax. 
The drying-up-of-purchasing-power argu- 
ment, the usual counter now to the regres- 
sive argument, is very lightly advanced. 
“The income tax did not reach at all, or 
touched lightly, a large segment of the na- 
tional income . . . a gereral sales tax would 
be a real help in combating inflation.” The 
“impact” in the title cannot be translated 
“incidence.” 

The longest chapter, some forty pages, 
is “Gift and Death Taxes.” The laws gov- 
erning these taxes “tend to encourage gifts 
as contrasted with testamentary transfers. 
The estate-tax law also, strongly encourages 
transfers in trust as contrasted with out- 


- right gifts. This is an interesting develop- 


ment to a legal historian who has observed 
the numerous devices hitherto adopted to 
remove or at least loosen the grip of the 
dead hand upon transferred property.” 
Mr. Magill sees an era of property settle- 
ments as one of the legal consequences of 
the present taxes on estates and trusts. 
On the economic side, he wonders where 
risk capital is to come rom in the years 
ahead. 

The final chapter, on “Federal Tax Ad- 
ministration,” is a unit in itself. It is a 
review of tax-collection procedure, inter- 
pretations of the tax laws to taxpayers, and 
a consideration of Bureau of Internal Reve- 
nue personnel. Court procedure in tax 
cases is examined, lookirg forward to “a 
broader project: a revision of administra- 
tive provisions generally, 2nd their restate- 
ment in an administrative code.” 

All students of Federal taxation will find 
this volume very interesting. 

RoBeRT ROCKAFELLOW 

Rhode Island State College 


Crom, Wurm Leonarp, JoHN F. FEN- 
NELLY, and LAWRENCE HOWARD SELTZER. 
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Fiscal Planning for Total War. Pp. xxv, 
358. New York: National Bureau of 
Economic Research, 1942. $3.00. 


This is a significant attempt by a group 
of economists to analyze the problems cen- 
fronting this Nation in the financing of the 
war and to outline a rational program for 
their solution. The study was initiated by 
the Conference on Research in Fiscal -Pol- 
icy, organized by the National Bureau of 
Economic Research a few years ego, end 
was made possible by a grant from the 
Carnegie Corporation. Although written 
by three authors, assisted, in turn, by fcur- 
teen experts, the work is well integratec. 

The discussion is carried on mostly in 
terms of a program forthe fiscal year 1943. 
On its factual side, it is, therefore, some- 
what outdated; for by the time of the pub- 
lication of the work, the program for 1943 
had been revised upward and a new reve- 
nue law had been enacted. An intelligent 
reader, however, will not be much disturbed 
by the obsoleteness of some of tke factual 
material. He will realize that the main 
value of the work lies in the clarity of its 
analysis of the forces operating in the war 
economy and the thoroughness of its ex- 
position of the manner in which these 
forces may be controlled by fiscal policy. 

In the first two chapters, dealing respec- 
tively with the “Size and Scope of the 
Financial Task” and “National Product and 
its Composition,” the authors reach the 
conclusion that our war expenditures are 
likely to amount to approximately one-half 
of our total gross national product. But 
the amounts of both the prospectiv2 ex- 
penditures and the total prospective na- 
tional product are underestimated, the for- 
mer being set at 70 billion dollars and the 
latter at 150-156 billion dollars (or at 61 
bullion and 125-130 billion, respectively, at 
1940 prices). The economy is believed in- 
capable of sustaining such a high pitch of 
war expenditures and production for any 
length of time. In the event of the pro- 
longation of the war beyond 1943, a de- 
cline in the real war expenditures and the 
gross national product is expected. Recent 
estimates, however, indicate a war outlay 
of 86 billion dollars for 1943 and one of 
more than 100 billion dollars for 1944. 
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They also point to a gross national product 
of 175 bilhon dollars for 1943 and one of 
an even higher figure for the succeeding ' 
year. 

Having underestimated the Nation’s ca- 
pacity to produce, the authors have also 
underestimated the proportion of the war 
outlay likely to be derived from increasing 
production. They estimated the latter at 
only 50 per cent for 1943, whereas more 
recent estimates place this proportion for 
the same year nearer 66 per cent. 

In the third chapter the proposition is 
established that the war is reducing the 
existing inequalities in the distribution of 
income. A substantial rise in incomes in 
the lower scales and the reduction in in- 
comes in the higher scales are shown to be 
taking place. The middle group, covering 
incomes of $1,700 to $10,000, is shown to 
be growing more numerous. The conclu- 
sion is reached that the funds required to 
finance the war must necessarily come, in 
the main, from the middle and low income 
groups. Even the complete confiscation of 
the incomes of the rich, say the authors, 
would provide but a fraction of the sum 
required for the financing of a total war. 

Chapter Four discusses the sources and 
workings of inflation. The need for com- 
bating it is clearly pointed out. At the 
same time, moderate inflation is ‘believed 
to be unavoidable and even useful. Chap- 
ter Five outlines the various direct controls 
which must be applied by the Government 
simultaneously with a rational fiscal policy, 
in order to ensure the smooth operation of 
the war economy, Strangely enough, the 
subject of consumer rationing is not dis- 
cussed in this connection. 

Chapter Six is concerned with the pro- 
portions in which taxation and borrowing 
should be employed. The position is taken 
that there is no single ideal proportion that 
would fit all conditions of wartime, and no 
single criterion to be applied in the case. 
“At one time, ‘greater weight may be given 
to minimizing postwar fiscal and monetary 
burdens by more vigorous taxation in lieu 
of borrowing; at another time, maintaining 
public morale may justly exert greater in- 
fluence and may warrant a relatively larger 
resort to borrowing.” Even the urgent de- 
sirability of avoiding inflation does not af- 
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ford an adequate basis in itself for settling 
the issue in question. “On the one hand, 
a moderate rise in prices might be prefer- 
able to the dislocations and impairment of 
incer:tives that might ensue from a violent 
increase in taxes; and, on the other hand, 
inflation may be fought with other weap- 
ons.” The conclusion is reached that about 
20 billion dollars of government borrowing 
is necessary in order to absorb a minimum 
of available investment funds, and that an 
additional 10 to 15 billions of such borrow- 
ing is possible without inflationary effects. 
Taxation is definitely preferred to com- 
pulsory lending, because it does not add to 
the national debt. Assuming the total Fed- 
eral expenditures in 1943 to be 76 billion 
dollars, the goal of taxation is set at the 
figure of 40-45 billion. 

Chapter Seven sets up three different tax 
programs, each capable of increasing the 
revenue in 1943 from 18 billion dollars an- 
ticipated under the old revenue law, to 30 
billions. The goal of an additional revenue 
of 7 to 9 billion dollars originally set by 
the administration for 1943 is rightfully be- 
lieved to be thoroughly inadequate. In 
their 12-billion-dollar programs, the authors 
place main reliance on the income tax, the 
corporation tax, and the social security 
taxes; but under one alternative, a general 
sales tax is included. No indication is 
given, however, of the ways in which the 
revenue could be raised during the same 
year to the still higher figure of 40 to 45 
billion dollars deemed most desirable. 

Chapters Eight to Twelve discuss sepa- 
rately each type of levy which may yield 
additional revenue. The collection of the 
income tax at the source at the rate of 
10 per cent during the first year is favored. 
The transition from the year-behind pay- 
ments to current payments is to be effected 
through doubling up the payments during 
the first year. The difficulties of the transi- 
tion are little discussed. It is clear that the 
authors never anticipated that the subject 
which was thus being treated by them in a 
cursory way would soon be on everybody’s 
tongue and would tie up Congress in one 
of the worst controversies that has ever 
attended its deliberations in the history of 
tax legislation. 

The book is rich in content and is care- 


Tae ANNALS OF THE AMERICAN ACADEMY 


fully annotated. Unquestionably it is the 
best treatise on war finance that has yet 
appeared in this country. It should be read 
by every student of the subject. 
PAUL STUDENSKI 
New York University ' 


BINGHAM, Atrrep M. The Techniques of 
Democracy, Pp.314. New York: Duell, 
Sloan and Pearce, 1942. $3.00. ` 


The challenge of totalitarianism has pro- 
duced many searching analyses of the 
democratic way of life. Alfred M. Bing- 
ham brings a very rich background to his 
recent contribution, The Techniques of 
Democracy. His own practical experience 
as editor, economist, member of the state 
legislature, and state organization officer 
in the Connecticut office of the OPA lifts 
this volume above theoretical evaluations 
of the democratic process in a technological 
society. 

Mr. Bingham, with a refreshing clarity, 
reviews the shortcomings of the “tradi- 
tional” techniques of democracy—such as 
the ballot, the representative assembly, the 
party, and constitutionalism—in meeting 
modern economic conditions. However, 
the author does not stop here. He believes 
that new democratic techniques can be 
found and employed to supplement the 
old. These new techniques will do the col- 
lective job of proving that “democracy is 
the ideal principle of human organization, 
and democratic methods are necessarily 
more efficient than the equivalent totali- 
tarian methods.” 

To Mr. Bingham, the key to this demo- 
cratic society lies in scientific management, 
which can be used not only in running a 
business but also in running a government. 
Scientific management and democratic man- 
agement are not incompatible. The ‘‘man- 
agerial revolution” is not the doom but the 
salvation of democracy. 

The author stresses the ever growing 
role that administrative agencies play in 
determining policy, and, like the legislature, 
these agencies are subject to many differ- 
ent and conflicting pressures. If these 
agencies are to function efficiently, adjust- 
ments must be made by devising new tech- 
niques within the democratic framework. 
Modern administrative methods bring peo- 
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ple closer together and emphasize the sci- 
ence of shared living. 

Democratic management means respon- 
sible leaders who have “power with people 
rather than over people.” This entails not 
giving orders and commands, but winning 
mutual agreement on a job to be done. 
This leadership “is not a rare prerogative 
in a democracy but a universal opportu- 
nity.” Furthermore, democratic manage- 
ment provides for fuller discussion and par- 
ticipation, and for intelligent personnel 
practices that systematize group action. 

Mr. Bingham believes that the emphasis 
on profit in industry makes it impcssible to 
win complete participation of employees 
except through unions. He optimistically 
notes that “ the labor union is not so much 
the antagonist of management as a part 
of management. The traditional antago- 
nism of union and management is a hang- 
over from the past, the past of savage 
competition, the past of the ‘class strug- 
gle.’ ” 

Even in the public service, where there 
is no profit motive, Mr. Bingham believes 
that unions of government employees may 
be “valuable democratic assets”’—at least 
until dynamic personnel management per- 
meates the entire service. “Se long as 
democracy is healthy the question of strikes 
of government employees will be largely 
academic.” 

It is well that the author stresses the 
importance of social planning and policy 
formation for a revitalized Cemocracy. 
The Committee on Recent Social Trends 
and the National Resources Planning Board 
have been significant governmental agencies 
in this field. Planning has emerged as an 
adjunct of the executive function in gov- 
ernment, and has been viewed with great 
suspicion by legislative bodies. Te Mr. 
Bingham we are indebted for a frank dis- 
cussion of the cracks in the American eco- 
nomic structure. The plight of the Ameri- 
can Negro is described as “the greatest 
single blot on the record of American de- 
mocracy. ‘There has been great progress 
in eliminating that inequality, and it is 


gathering momentum, but what still re- 


mains to be done is a staggering task.” 
On the whole, Mr. Bingham io this 
stimulating volume makes a good case for 
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scientific management. Alert political sci- 
entists will watch the developments in this 
field sympathetically and objectively. How- 
ever, one must be on guard not to claim 
too much for management. It is well to 
watch for the pitfalls that may be encoun- 
tered in an oversimplified analysis, which 
cannot sufficiently explore all possibilities 
of adjusting and correcting the weaknesses 
of the “traditional” techniques of democ- 
racy. 
BELLE ZELLER 
Brooklyn College 


ALBRIGHT, SPENCER D. The American Bal- 
Jot. Pp. 153. Washington: American 
Council on Public Affairs, 1942. Paper- 
bound: $2.00; Clothbound: $2.50. 


Dr. Albright has made a thorough and 
systematic study of certain aspects of ballot 
legislation in the United States. He has 
coupled this with an examination of actual 
ballots in recent elections. Among the most 
useful tables presented are the one showing 
the trend toward the elimination of the 
names of presidential electors from the bal- 
lot, the one indicating the slight trend 
away from party aids on the ballot, and the 
one showing the slowly growing popularity 
of voting machines. 

The scope of the book is limited, but 
within its bounds it is carefully done. The 
important subject of minority parties on 
the ballot is only incidentally treated. No 
use is made of election statistics, surveys, 
legislative investigations, and other non- 
statutory materials to discover the influence 
of the size of the ballot, the rotation, and 
other devices upon the magnitude and the 
character of the vote. In other places Dr. 
Albright has presented some very interest- 
ing materials on the number of choices 
which voters have to make in different 
parts of the United States. These mate- 
rials are not reproduced in this book. 

What Dr. Albright has done is essential 
to an analysis of election administration 
and the operation of democratic devices in 
the United States. It is to be hoped that 
he will pursue further his interest in this 
field. 

Harorp F. GOSNELL 

Bureau of the Budget 

Washington, D. C. 
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MILLSPAUCH, ARTHUR C. Democracy, Ef- 
ficiency, Stability. Pp. x, 522. Wash- 
ington: The Brookings Institution, 1942. 
$4.00. 


This is a careful analysis of the success 
of our form of government over 150 years. 
Dr. Millspaugh points out, “We are living 
in a time when philosophies and forms of 
government are being put to the supreme 
test... . Recent economic conditions and 
the war now raging suggest . . . that gov- 
ernment should possess uninterruptedly and 
in larger measure than ever before the in- 
tellectual and moral capacity to do the right 
thing at the right time” (p. v). The author 
examines our government from three view- 
points: democracy, efficiency, and stability. 
By democracy he means “popular control”; 
by efficiency he understands -“promptness, 
adequacy and effectiveness in the determi- 
nation of governmental policies, particu- 
larly in those that affect national security”; 
and by stability, “a smooth evolutionary 
process of political adjustment.” The first 
half of the book deals with changes in 
democracy, efficiency, and stability to 1930. 
Most of the second half discusses the de- 
velopments of the last twelve years and 
makes the somewhat dangerous assumption 
that the trends of this period are likely to 
continue. Dr. Milspaugh uses many his- 
torical generalizations, usually those com- 
monly accepted, and often footnoted, how- 
ever. He employs no economic analysis 
and relates no illustrative anecdotes. The 
book is so well organized that the last four 


chapters, the Preface, and the Introduction ` 


will probably suffice for many readers. 

Democracy has suffered as our economy 
and government have become more com- 
plex. Legislatures have become unwieldy; 
rural areas have inherited fuller representa- 
tion than urban ones; political parties and 
candidates have avoided major issues. Of- 
ten pressure groups have held the balance 
of power, and by trading votes have pro- 
duced minority government. Democracy’s 
“realization is becoming more difficult” (p. 
453). 

Efficiency in government has been diffi- 
cult to attain because of the problems of 
business regulation, because of our attempt 
to achieve social justice, because the indi- 
vidual is unable to recognize his responsi- 
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bilities at home and abroad, because of 
pressure groups, and because we have clung 
to such shibboleths as local self-government 
(in counties, for example), bicameral legis- 
latures, judicial review, and separation of 
powers. Attempts to produce efficiency 
have been disappointing: “bureaucratic 
power increased efficiency in details with- 
out ensuring integration,” and Presidential 
domination “accelerated the mechanism 
without necessarily improving the output.” 
He concludes, “While rapidly sloughing off 
the doctrine of economic freedom, we have 
adopted no reasoned collectivist objective” 
(p. 477). In foreign affairs the question 
arises “whether inefficiency is approaching 
the point where it threatens the durability 
of democracy” (p. 480). 

Stability we have had in the long run, 
despite the threats of foreign entangle- 
ments, monopoly, corruption, imperialism, 
and class conflict. Yet all the while im- 
portant changes in our ideals have been 
taking place, as concepts of social justice 
and security have tended to supplant our 
worship of liberty and equality. Recent 
attacks on the Constitution and the courts 
are probably attributable to such rigidities 
of our governmental structure as the diffi- 
culty of amending the Constitution. In- 
creased government economic control may 
imperil democracy. “We may conclude 
that America has entered a period of pre- 
carious balance” (p. 504). 

Dr. Millspaugh concludes, “Democracy 
cannot be made durably vital merely by 
watring against the aggressive despotisms 
of Europe and Asia” (p. 505). Externally 
we must take a more responsible part in 
the maintenance of world order. Internally 
we must re-examine the structure and 
mechanism of government, eliminate such 
faults as bicameralism, rural overrepre- 
sentation, and unco-ordinated Federal and 
state legislation. 

DONALD L. KEMMERER 

University of Ilinois 


Forses, GERALD. Flush Production. Pp. 
xi, 253. Norman: University of Okla- 
homa Press, 1942. $2.75. 


The vastly expanded petroleum require- 
ments of the armed forces and essential 
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war production activities, necessitating m- 
ited supplies for civilian use, have served 
to impress upon the Nation the Importance 
of its petroleum resources and the extent 
of its dependence upon oil for pow2r, motor 
fuel, heat, and lubrication. The discovery 
and subsequent development of the world’s 
richest oil fields in the Gulf-Southwest com- 
prising six states, Arkansas, Kansas, Louisi- 
ana, New Mexico, Oklahoma, and Texas, 
have contributed immeasurably to the pres- 
ent dominant role of petroleum :n Ameri- 
can life. 

Flush Production traces the growth of 
the petroleum industry in the Gulf-South- 
west from before the turn of the century 
to the period immediately preceding the 
current war, and includes a good deal of 
the lore associated with the unfolding cf the 
industry in this region. Professor Forbes 
has drawn upon his academic training, re- 
search, and experience as a former news- 
paper writer in the Gulf-Southwest tc pro- 
duce a factual but very readable volume on 
a subject which he obviously kncws well. 

The petroleum industry has many dis- 
tinct characteristics which account for its 
particularly dynamic growth and whica also 
provide the basis for such a vivid history. 
The location and discovery of crude oil is 
inevitably fraugnt with risk ard specula- 
tion. Seemingly worthless land such as that 
held by Indians in parts of Oklehoma may 
suddenly become immensely valuable once 
petroleum is found. Yet, on the average, 
one dry hole is drilled for every two which 
yield oil. Uncontrolled production from a 
new or old pool may flood the market with 
too much oil, bringing ruinously low prices 
for all. Conversion of crude oil into usable 
refined products commonly requires elabo- 
rate and costly transportation and refining 
facilities unavailakle to the producer with 
limited funds. Companies which heve in- 
tegrated their operations presumably to 
maximize over-all profits by stabilizing mar- 
keting conditiors from the well to the ulti- 
mate consumer frequently are charged with 
“monopoly” by unintegrated competitors, 
the public, and government. An irreplace- 
able natural resource which has been wasted 
in shockingly large amounts, petroleum was 
early vested with public interest. Local, 
state, and Federal governmerts have all 
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succeeded in regulating and taxing phases 
of the industry’s broad activities. 

The first four chapters of the book deal 
with the chronology of the principal oil 
fields in the Gulf-Southwest states. The 
periods 1901-15, 1915-30, and 1930-40 are 
treated separately to show the stages in 
growth of production. Succeeding chapters 
consider: significant scientific advances in- 
fluencing the development of the industry, 
speculation arising out of oil prospecting 
and discovery, founding of many Gulf- 
Southwest communities including the well- 
known oil “boom towns,” the natural gas 
industry, pipe-line transportation of petro- 
leum to refineries and markets, effects of 
petroleum discoveries on the socioeconomic 
life of the region, friction between inde- 
pendent and “major” companies, and be- 
tween the industry and government, and 
there is a concluding sketch of some of the 
legendary incidents in the history of Gulf- 
Southwest petroleum. 

While Flush Production promises to ap- 
peal most to persons interested in regional 
aspects of American industry and petroleum 
in particular, the lucid style and high-light- 
ing incidents make for more general inter- 
est. Inclusion of additional maps would 
assist readers not already intimately fa- 
milar with southwestern geography. 

W. E. Hoabtey, Jr. 

Federal Reserve Bank of Chicago 


Hotmes, Harry N. Strategic Materials 
and National Strength. Pp. 106. New 
York: The Macmillan Co., 1942. $1.75. 


Modern warfare has a colossal appetite 
for materials as well as for men. In the 
past, supplies of war materials were com- 
paratively plentiful. Today it costs sev- 
eral thousands of dollars to kill one soldier, 
whereas in Caesar’s time the average cost 
was only twenty-four cents. 

Strategic Materials and National Strength 
is a little book but a significant one, by Dr. 
Harry N. Holmes, the president of the 
American Chemical Society in 1942, on the 
question of the essential war materials and 
what substitutes there are to meet our defi- 
ciencies. He treats of every material, from 
the more popularly known commodities, as 
rubber, aluminum, steel, and tin, to the less 
popularly known yet equally important 
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ones, as molybdenum, tungsten, and vana- 
dium. He discusses them from the stand- 
pomt of abundance, and of our own and 
our enemies’ successes in finding substitutes 
for them. To be sure, the American pub- 
lic, which is irritated by shortages and 
priorities, will not find solutions to its 
problems in this book. It will, however, 
be offered an intelligent explanation, if that 
is any gratification. 

After reading this book one wonders who 
is to be blamed for our failure to build up 
large stock piles of these strategic war 
materials. However, one derives some 
comfort from the fact that our scientists 
are successfully coping with the problem of 
substitutes, which undoubtedly is a great 
contribution to the winning of the war and 
also unwittingly to the conservation of the 
world’s supplies of raw materials to make 
this a happier world when peace comes. 

Professor Holmes recommends the estab- 
lishment of a Strategic Materials Advisory 
Board so that we may never be found defi- 
cient in materials for future wars. The 
‘reviewer would like to suggest that it 
might be equally advisable to empowez this 
same beard to consider as an additionel ob- 
jective the making of the United States 
self-sufficient for peace as well as war, thus 
eliminating one cause for war. 

J. H. LANDMAN 

College of the City of New York 


DRUCKER, PETER F. The Future of Indus- 
trial Man. Pp. 298. New York: The 
Jobn Day Co., 1942. $2.50. 

The thesis of Dr. Drucker’s new book is 
that for the best interests of mankind, the 
free and functioning society of the future 
should be a development of the factory into 
a self-governing community. He argues 
that such a new industrial society can op- 
erate best only if the plant gives social 
status and function to its members, and 
such a society can be free only if the 
plant is based on the responsibility and 
decision of its members. He does not zive 
us a blueprint of such a community, but I 
take it that it would resemble the organiza- 
tion of a medieval craft guild or the con- 
temporary Russian factory soviet. He 
urges that we start forging such a society 
now, while the various forces and trends 
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are sufficiently malleable because of the 
heat of the war. He denounces the illib- 
erality of the liberalism of the nineteenth 
century and the total planning of the twen- 
tieth century where freedom is abused or 
exterminated He admonishes us not to 
revert to either system. He recognizes 
the fact that we must first win the war, 
but he emphasizes that we shall lose the 
peace unless we decide now on what prin- 
ciples the new society will be based. 

Dr. Drucker warns us that he does not 
pretend to know what the industrial soci- 
ety of the future will look like. However, 
he informs us that he hopes to be able to 
show how we can get there. Here he fails. 
Instead of showing us the way, he engages 
us in an analysis of the fact that we have 
no free functioning industrial society today. 
He appreciates the fact that we have only 
a technological society operated by engi- 
neers, chemists, and skilled mechanics in 
behalf of finance capitalists, while the eco- 
nomic goods are inequitably distributed, re- 
sulting in much misery, hunger, and un- 
employment. 

The author devotes practically all of his 
book to a perusal of the modern history of 
all the major European countries to show 
that the industrial revolution enveloped all 
society irrespective of the various styles of 
government, terminating in the “managerial 
revolution” of today attthe expense of the 
free economic man. He then emphasizes 
that the totalitarianism of Germany, Italy, 
and Russia is a current attempt to correct 
the injustices and disorders of the social 
and economic lag of phenomena of earlier 
centuries. His marshaling of the facts to 
prove this economic evolution results fre- 
quently in a distortion of history, but 
nevertheless his conclusions are very pro- 
vocative. 

For all this, The Future of Industrial 
Man is a stimulating book in that it ex- 
plains why our industrial society must be 
a free society for the greatest good of 
mankind, and why totalitarianism is inimi- 
cal to these interests. J. H. LANDMAN 

College of the City of New York 


Steap, Wrrriam H. Democracy Against 
Unemployment. Pp. ix, 280, New 
York: Harper & Brothers, 1942. $3.00. 
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Income is economic suffrage. Unem- 
ployment and loss cf income constitute 
economic disfranchisement. This volume 
is written in the belief that the existence 
of millions of economically disfranchised 
people is a most sericus indictment of our 
social system, Consequently the problem 
of full employment overshadows all other 
issues of democratic society. The author 
traces the cause of mass unemployment 
(aside from the lesser phenomenon of sea- 
sonal unemployment} to the maldistribu- 
tion of purchasing power. The fact that 
the few receive higa incomes and have 
available for spending more than they need 
and the many receive low incomes and have 
to spend less than they need creates a 
chronic unbalance in our economy. One 
manifestation of this unbalance is the grow- 
ing shift from manufacture of mass com- 
modities to the production of luxuries, to 
trade, and to services. The author attaches 
great significance to the fact “that manu- 
facturing employment has taken a down- 
ward trend since 1920, while trade. services, 
and clerical activities have greatly in- 
creased” (p. 74). 

The authors explanation of mass un- 
employment in terms of unequal income 
distribution and consequent shift from 
manufacture of commodities to trade, serv- 
ices, and luxuries is open to a number of 
objections. First, he fails to establish any 
significant correlation between extent of 
unemployment and degree of income in- 
equality. Income inequality is a permenent 
characteristic of capitalist economy, while 
enduring mass unemployment was a rather 
new phenomenon—at least on the Ameri- 
can scene. There is no significant evidence 
that the trend in the thirties was in the 
direction of a greater degree of income 
inequality. Second, the rapid zrowth of 
employment in trade is, to a substantial 
extent, inherent in the very development 
of large-scale manufacturing to which we 
owe our increased productivity. Any in- 
crease in scale of manufacturing involves 
a greater degree of specialization, enlarges 
the market area, end necessitates an in- 
crease in distribution personnel. Third, the 
rapid growth of employment in services is, 
to some extent at least, independent of the 
relative degree of income inequality, but 
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is the manifestation of an over-all absolute 
increase in incomes, of a greater stress on 
education, of shortening work hours, and of 
demand for organized entertainment and 
recreation, such as movies, magazines, ra- 
dio, and related services, which cater to 
mass as well as class. 

Whatever the merits of the author’s 
theory of unemployment, the facts of un- 
employment and its significance are well 
stated. The author offers no single solu- 
tion, but formulates a series of readjust- 
ment measures within the framework of 
the traditional economic system, such as 
the encouragement of co-operatives, govern- 
ment subsidization of low income groups, 
extension of Federal social insurance, shift 
of taxation from consumption to income, 
widening of public enterprise along the pat- 
tern of TVA, and relaxation of interna- 
tional trade barriers. 

NATHAN REICH 

Hunter College 


LINDSEY, ALMONT. The Pullman Strike. 
Pp. x, 385. Chicago: University of Chi- 
cago Press, 1942. $3.75, 


One of the most significant outgrowths 
of the great economic depression of 1893 
was the Pullman strike, Starting as a re- 
volt against the Pullman Corporation alone, 
it grew under the leadership of Eugene 
Debs and the American Railway Union 
into a nationwide struggle of labor versus 
the vested railway interests and the Fed- 
eral Government. 

Almont Lindsey, professor of history at 
Mary Washington College, has made an 
outstanding contribution to American labor 
literature in his book, The Pullman Strike. 
Here, told in full for the first time on the 
basis of hitherto unpublished evidence, is 
the whole dramatic story of the strike—its 
origins, its immediate results, and its far- 
reaching effects on the cause of the labor 
movement in the United States. 

Mr. Lindsey begins his study with an 
examination of the activities of American 
labor in the decades following the Civil 
War, culminating in the Haymarket riot in 
1886 and the Homestead strike in 1892. 
Business interests grew stronger and still 
more militantly opposed to anything re- 
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sembling organization in the ranks of labor. 
Unions existed—many of them, including 
the Knights of Labor, the American Fed- 
eration of Labor, and others-—-but their 
membership was small and their interests 
diverse and often at cross-purposes. 

The depression of 1893 put labor in a 
very sullen mood as wages fell and un- 
employment increased. Strikes were fre- 
quent and serious, and the country became 
daily more conscious of the existence of 
labor as a new force. Three men emerged 
into particular prominence at that time: 
Richard Olney, appointed United States 
Attorney General by President Cleveland; 
Governor John Altgeld of Dlinois, a good 
friends of the workers but hated by busi- 
ness and savagely attacked by the press; 
and Eugene V. Debs, founder of the Ameri- 
can Railway Union. 

Mr. Lindsey describes the growth of the 
Pullman Palace Car Corporation and the 
subsequent construction and early history 
of the model town of Pullman. Out of 
this town, with its lake and recreation 
grouncs, its theater and school, which peo- 
ple traveled many miles to see—out of this 
town where no worker might own his home, 
no church might be built besides the one 
provided by Mr. Pullman, and the rates 
charged were exorbitant in comparison with 
those of nearby communities—out of this 
town of Pullman grew a strike which en- 
veloped the Nation. “Labor and capital 
battled with a ferocity seldom equaled in 
the annals of labor warfare. The people 
seemed paralyzed with fear, while the lurid 
headlines and inflammatory stories of news- 
papers screamed forth the fearfulness of 
this battle between the classes and the 
masses. ... Nearly all the forces of law 
and order, civil and military, were invoked. 
The strike ran its swift and terrible course, 
but not without leaving in its wake prece- 
dents, implications, and controversies which 
were destined to influence the course of 
capital-labor relations long after the hate 
engendered by that struggle had died away.” 

The fight was indeed a bitter one. Big 
business, supported by the Federal Govern- 
ment under President Cleveland’s direct 
supervision, turned every weapon at its 
disposal against the strikers. The rail- 
roads’ General Managers Association was 


THE ANNALS OF THE AMERICAN ACADEMY 


not troubled by scruples, human sympathy, 
or any other consideration than that of 
the complete crushing of the strike. The 
origin of the battle—George Pullman’s re- 
fusal to negotiate with the American Rail- 
way Union on questions of wages and rents 
in the town of Pullman—-was sometimes 
almost forgotten as sympathetic strikes 
drew more end more people off the rail- 
roads, and transportation in some areas 
was temporarily paralyzed. 

The ultimate defeat of the union was 
inevitable under the circumstances. ‘The 
strikers had neither the organization nor 
the money to hold out. They could not 
survive the loss of their leaders when Debs 
and his associates were jailed for contempt 
of court. And the lega! talent of Clarence 
Darrow and Lyman Trumbull was unavail- 
ing before a thoroughly prejudiced court. 
Yet “in the face of overwhelming defeat 
the American Railway Union expressed no 
murmur of despair and no regret for its 
part in the drama. ... The men had fought 
well and suffered much... . With perhaps a 
greater measure of truth than was then real- 
ized, this union bravely proclaimed: ‘No, it 
was not a defeat—this ending of the most 
momentous strike of modern times. It 
could not be, when we are so near a century 
that is so surely to see the rights of the 
masses take that place in the policies of 
nations which is now basely devoted to the 
privileges of classes.’ ” 

The unfortunate inhabitants of the town 
of Pullman received no benefits from the 
strike, and the town itself received its 
death blow in the course of it. A few 
years later, with the demise of George Pull- 
man, it ended its unhappy career as a 
“model” independent town and became part 
of the city of Chicago. 

Mr. Lindsey’s account of the strike and 
the leading figures in it is exhaustive and 
thoroughly documented. From the stand- 
point of readability it is perhaps too de- 
tailed, but as a survey of a significant pe- 
riod in our history it is a most valuable 
document. His approach is scruplously 
fair, his judgments impartial, based on evi- 
dence rather than opmions. His portraits 
of Olney, Debs, Walker, Altgeld, Pullman, 
and other major figures of the day are 
vivid and realistic. He does not attempt 
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to draw morals or lessons for either side, 
but lets the facts speak for themselves. 
Through Mr. Lindsey’s pen they do indeed 
speak—clearly, bravely, and to good pur- 
pose. 
J. Raymond WALSH 
Congress of Industrial Organizations, 
Washington, D. C. 


Lomparpr, Joun. Labors Voice in the 
Cabinet. Pp. 370. New York: Colum- 
bia University Press, 1942. $4.00. 


In a sense, this is a timely volume, de- 
spite the fact that its story of the United 
States Department of Labor ends in 1921. 
A substantial portion of the book deals 
with the role of the Department in the first 
World War, and with the major problems 
in the use of human resources produced by 
that conflict. 

The manpower requirements of modern 
war are so enormous that the problem of 
the most effective allocation of the avail- 
able labor supply, including its allocation 
to the ermed forces, tends swiftly to be- 
come one of the key problems in the con- 
duct of the war. This problem can be met 
only partially by the use of the market 
mechanism to allocate labor and to settle 
the terms of the labor bargain. In rela- 
tively free economies, central controls must 
be imposed upon a framework of institu- 
tional arrangements that permit, within 
limits, the exercise of choice by the partici- 
pants in economic activity. 

Dr. Lombardi traces the development of 
national labor policy during the last war. 


Many of the issues that perplex us today: 


were present then, although the need for 
their solution was perhaps not quite so 
urgent. The development of relatively ef- 
fective measures to deal with such matters 
as labor recruitment and industrial disputes 
was slow, and some issues were scarcely 
dealt with at all. The function of the De- 
partment of Labor in the formulation and 
administration of war labor policy was 
highly important, as Dr. Lombardi shows 
in detail, but the Department, as at pres- 
ent, did not exercise exclusive jurisdiction 
in this field. 

The demand for a Department with ex- 
ecutive status to represent workers m the 
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Federal Government was first voiced in 
the 1860’s, when labor organization on a 
national scale began to develop. Initial 
Federal action came in 1884, with the es- 
tablishment of the Bureau of Labor [Sta- 
tistics]. The first commissioner, the re- 
markable Carroll D. Wright, created a 
tradition that has largely guided the Bu- 
reau through six decades. In 1913 the 
long fight for a Department with Cabinet 
representation was won. An excellent out- 
line of the history of this struggle is con- 
tained in the present volume, together with 
a careful account of the work of the bu- 
reaus that were brought together in the 
Department. 

Dr. Lombard’s general views of the na- 
ture of the functions that a Department 
of Labor should perform are nowhere ex- 
plicitly formulated. Although such a for- 
mulation might have proved helpful, his 
appraisal of the work of the Department 


has critical balance and is often suggestive. 


H. M. Douty 
Bureau of Labor Statistics, 
U. S. Department of Labor 


CIVIL SERVICE ASSEMBLY OF THE UNITED 
STATES AND CANADA. Employee Rela- 
tions in the Public Service. Pp. xx, 246. 
Chicago, 1942. $3.00. 


This volume is another in the series on 
major problems in the public personnel 
field, the outgrowth of the work of com- 
mittees established by the Civil Service 
Assembly, each committee composed of 
outstanding authorities in its field. Time 
was when public employees were sup- 
posed to like whatever conditions were 
imposed upon them, when the organiza- 
tion of such employees was regarded as 
unpatriotic—but that day is long since past. 
Although government employees have a 
peculiar responsibility which derives from 
the fact that they do serve the public, this 
book clearly indicates how far we have 
come in recognizing the obligations of gov- 
ernment as an employer and the rights of 
those who do its work. 

The book deals in successive chapters 
with employee relations and the public 
administrator, organized government em- 
ployees, government as employer, policies 
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regarding employee organization, areas of 
collective dealing, and the role of the 
personnel agency in employee relations, 
and a concluding chapter considers such 
problems as the practical significance of 
employee relations, the impact of employee 
organizations, the boundaries of administra- 
tive policy in relation to employee organiza- 
tion, administrative restrictions upon such 
organizations, methods of employee par- 
ticipation in public management, and the 
role of the personnel agency in employee 
relations. There is a good bibliography of 
sixteen pages, classified under the headings 
of the various chapters, but no index. The 
printing and format of the book are uni- 
form with the other volumes of the series. 

The unionization of government workers 
is growing apace at all levels. Although in 
the Federal Government it was long limited 
largely to postal employees, it has now 
spread to both the departmental and field 
services generally. It has made progress 
also in the states, the counties, and the 
cities, most often in those departments or 
agencies which employ the largest numbers 
of workers, such as the fire and police de- 
partments. Unionization of highway em- 
ployees is a fact in more than thirty states 
and more than 130 counties—a fact of 
tremendous significance for highway de- 
partments everywhere. Here, as elsewhere 
in the public service, heads of departments 
hold varied views on the recognition of 
unions, their activities, the right of public 
employees to strike, and so forth. 

The problem of strikes in the public 
service has frequently of late been forced 
upon the public attention. The threats of 
strikes of municipal employees have b2en 
heard within the year in many large cities, 
including New York, Philadelphia, and 
Detroit. In Pennsylvania the seriously 
underpaid store employees of the State 
Liquor Control Board did stop work in a 
number of the state stores, and threatened 
a general strike in the effort to secure wage 
adjustments. The problem, therefore, has 
definitely ceased to be merely a subject for 
argument and theoretical discussion. The 
trend of opinion seems to be in the dirac- 
tion of a general recognition of the right 
to organize, and even to strike in those 
services where a temporary stoppage of 
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work will not produce serious menace to 
life and/or property. 

There can be no argument, then, about 
the need for such a careful analysis of this 


‘problem as the volume under review pre- 


sents. In a day of extensive public serv- 
ices, the problem affects the well-being of 
every man, woman, and child in the coun- 
try, whether he realizes it or not, whether 
(if of employable age} he works for a gov- 
ernment agency or in private employ. The 
problem will be more rather thar less im- 
portant in the years ahead, for although 
government should be a model employer, 
some governments have often fallen short 
of standards existing elsewhere, and other 
public agencies have made little apparent 
effort to comply with them. On the other 
hand, it may be expected that widespread 
eiforts currently being made to improve 
the quality of public administration at all 
levels will leave fewer changes to be made 
as a result of the pressure that labor or- 
ganizations are accustcmed to exert. 
W. BROOKE GRAVES 
United States Civil Service Commissior 


CURRENT, RicHarp Nerson. Oid Thad 
Stevens. Pp. v, 344 Madison: Univer- 
sity of Wisconsin Press, 1942. $3.00. 

Carpen, Lee F. Simon Cameron: Ante- 
Bellum Years. Pp. 318. Oxford, Ohio: 
The Mississippi Valley Press, 1942. 
$3.50. . 

The Republican Party of 1856 was made 
up of a variety of grovps. In each of the 
states north of the Mason-Dixon line a 
separate organization was created under 
the excitement of the stirring issues of the 
moment. Some of these aggregations had 
distinct identities which marked them off 
from their fellows in other states. In 
Pennsylvania the situation was different in 
that the name “Republican” was not used 
until after 1860. The party in Pennsyl- - 
vania, as elsewhere, attracted different 
types. The two most significant are illus- 
trated by the men whose biographies are 
under review. 

One of these types, represented by Thad- 
deus Stevens, was anti-Southern; the other, 
which Simon Cameron illustrates, was pro- 
Northern. The former point of view has 
been well recognized. The ardent anti- 
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slavery zealots who were eager to destroy 
the slave power and the evil upon which 
it fattened are the well-recognized “origi- 
nal” Republicans. However, the latter 
attitude has not attracted so much aten- 
tion, Individuals of this type were locking 
mainly to advantages which Northern in- 
terests might gain from the destruction of 
Southern control of government. They 
generally were the planners and the or- 
ganizers, the builders of the new political 
machine, while their more spectacular asso- 
ciates furnished the propaganda and rallied 
the crowd. The degree of interest these 
types have inspired can be judged bv the 
fact that while the biography of Stevens is 
the sixth that has been written, this is the 
first attempt to present Cameron. 

Stevens is one of the psychological puz- 
zles of American history. His physical de- 
formities, obvious and suspected, warped 
his personality and made him an unpre- 
dictable ector on the stage of politics. He 
achieved fortune and power by a ruthless 
and bitter pursuit of both. His rise to 
political power was achieved by a passion- 
ate use of two causes, anti-Masonry and 
antislavery, in which his motive seems to 
have been hatred of two dominant groups, 
Masons and Southern politicians, rather 
than idealistic devotion to liberty. Never- 
theless, there was a queerly channeled sym- 
pathy for the downtrodden which can be 
variously explained, though only hypotheti- 
cally, as no conclusive evidence has been 
discovered. Stevens became a leader in the 
eastern faction of the Republican Party and 
fought the western branch, including Presi- 
dent Lincoln, almost as bitterly as he 
fought the South. After the assassination 
he became one of the foremost in the re- 
vival of the Republican Party, and the 
chief thorn in Andrew Johnson’s flesh. 

Cameron, on the other hand, was not 
particularly moved by love or hate, but 
he too achieved wealth and power. He 
knew no such thing in that period as party 
loyalty, but was canny in seizing situations 
in which he could make the most of acci- 
dent and chance and turn them to his own 
advantage. ‘Twice he arranged combina- 
tions with his party enemies which sent 
him to the Senate of the United States. 
Likewise, his friends secured him a seat in 
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Lincoln’s Cabinet by shrewd trading. He 
was above all things a political manipulator 
who was opportunistic on all profitable oc- 
casions. 

This sixth life of Stevens may well be 
the last. The author has completed the col- 
lection of the sources; if anything has 
escaped the extensive searches made in the 
last decade for Stevens memorabilia, it is 
because it is probably too well hidden to 
come to light except by accident. Mr. 
Current has used these sources thoroughly 
and has interpreted them with discerning 
intelligence. He displays no bias, and 
neither condemns nor condones. While 
not much new fact has been uncovered, the 
scholarly will welcome this book as a sci- 
entific appraisal of the evidence against 
which other interpretations may be checked. 

The study of Cameron is but a portion 
of a larger work, and covers only his early 
career as printer, promoter, and Senator. 
It is based on Cameron’s papers and gives 
an account of his interests and activities 
down to 1861. It unfortunately explains 
little. Its author is not curious as to 
causation. There is no clear and sufficient 
account of Cameron’s political technique or 
the source of his power. Doubtful episodes 
in Cameron’s career are not cleared up, nor 
does the meat in the sources seem to have 
been fully devoured. The most important 
and controversial years of his career are 
not considered. The story of Simon Cam- 
eron—and it is a difficult story to unravel 
—as yet to be told. 

The two books are marred by the same 
fault. Both Stevens and Cameron repre- 
sented powerful and complex constituencies 
which greatly influenced their behavior on 
the national scenes. But, as in the case of 
other national figures, their biographers 
lack the time or the interest to obtain ade- 
quate knowledge of the state background, 
social, economic, and political; hence the 
mainsprings of their actions are only in 
part revealed. Much of the proper back- 
ground material is readily available and 
should have been used, i.e., Philip S. Klein, 
Pennsylvania Politics, 1817-1832. Penn- 
sylvania politics has a peculiar intricacy 
which challenges scholarship. 

Roy F. NICHOLS 

University of Pennsylvania 
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Ropcers, CLEVELAND. New York Plans for 
the Future. Pp. xvi, 293. New York: 
Harper and Brothers, 1943. $3.00. 


This book strikes an altogether new note 

in the literature of planning. For the 
first time a veteran journalist who loves 
his city and his fellow citizens has joined 
the planning movement and brought to the 
Service of the cause his love and skill. 
When that journalist in the bargain is a 
devoted disciple of Walt Whitman and of 
Henry Adams, his urbanity will be en- 
riched by a social philosophy that adds a 
priceless ingredient: a significant picture 
of the kind of future for which New York 
should plan. 
. Mr. Rodgers, a member of the New York 
City Plan Commission since its organiza- 
tion in 1938, was for years the editor of the 
Brookiyn Daily Eagle. He is thus the in- 
heritor of the mantle of Whitman and is 
conscious of his heritage. As he has sat at 
public hearings and watched his technicians 
at work, his journalistic finger has itched 
to put before a larger public a sense of the 
importance of the commission’s work and 
of the web of social, economic, and political 
implications of land. This book is the re- 
sult. 

Mr. Rodgers believes in the big city and 
its future. Indeed, in a total peace to fol- 
low a total war, he sees an even more glori- 
ous role for New York as a world capital. 
It has the possibility of becoming the first 
city planned as the nerve center of a 
twentieth-century industrial society. Its 
development does not lie in continued dis- 
persion, but in central rebuilding: “children 
must be kept in the cty to be reared, and 
to raise other children, not to be scattered 
over larger and larger suburban areas.” 
There is plenty of room for human living 
within the central city. 

Frankly, however, it is not any striking 
novelty of solutions offered that gives the 
book its attraction; it is the freshness and 
charm of the writing and the journalist’s 
sharp eye for interrelations. The first 
chapter, “New York City in Perspective,” 
is a devotional piece: seldom have I seen 
the lights and shadows of the great city 
blended in more skillful chiaroscuro. 
Rodgers, like Henry Adams, sees two poles: 
“The metropolis is the epitome of multi- 
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plicity; the, paradox of the phenomenon is 
that the city is made possible by an almost 
mystical unity.” 

In a chapter on “The City as Landord” 
Rodgers has, again like a good journalist, 
resurrected a musty dcctor’s thesis of fifty 
years ago and painted a vivid picture of 
the city’s land policy—a history that paral- 
lels strikingly our national land palicy: 
original large-scale public ownership, with 
the dissipation of the city’s capital to meet 
current debts arising trom its own rapid 
expansion. 

I was struck particularly by Rodzers’ 
keen sense of the political repercussiors of 
land policy. The Tweed Ring, of course, 
were land speculators and disrupted the 
city’s pattern by theic depredations. A 
Tammany that corrupted judges would 
naturally have its hands on the quasi- 
judicial Board of Standards and Appeals 
that dispensed exceptions to the zoning re- 
strictions. But (and this is the fresh in- 
sight) small home owners in the outskirts 
of Brooklyn and Queens voted against the ` 
re-election of a LaGuardia reform admin- 
istration because it had not given them the 
public improvements which they had been 
taught to regard as theirs by rigat—not 
recognizing the impossikility under any ra- 
tional scheme of city development of pro- 
viding equal intensity of services at the 
periphery. Again, the ‘bankers’ ag-ee- 
ment” of 1933 was “final proof of the zol- 
lapse of a system of municipal government 
based upon a speculative economy, on the 
theory of the ever expanding city.” 

The temptation is to quote copiously. to 
share with the reader the rich flavor of this 
collection of essays. Mach has been writ- 
ten about the need for £ “co-ordinated ag- 
gregation of livable and workable neighbor- 
hoods.” Rodgers, with due homage to 
Daniel Burnham’s historic role, murmurs 
dissent from his ‘much quoted exhortation” 
to “make big plans”: “the imperative need 
of the modern commercial and industrial 
city of New York is for some $title plans, 
as well.” 

Where has there ever been a more vivid 
picture than this: “Graphics of a master 
plan may be likened to the lenses used by 
an optician in determining the right glasses 
for a patient. He tries first one and then 
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another until he finds the combination 
which will bring the eyes into focus and 
give the patient the greatest aid to his 
vision.” 

Here are urbanism and urbanity. And 
appropriately the last chapter, which 
stresses the “congruity in form” of the 
thirteenth-century cathedral and the twen- 
tieth-century skyscraper, is entitled “New 
Democratic Vistas.” 

CHARLES S. ASCHER 

National Housing Agency 


Kirk, Berry. Covering the Mexican 
Front. Pp. xiv, 367. Norman: Uni- 
versity of Oklahoma, 1942. $3.00. 


This book vividly calls the many impor- 
tant problems of Mexico of recent years 
to the attention not only of foreigners but 
principally of Mexicans who know or be- 
lieve they know the social and political 
conditions in their country. This becomes 
especially clear when the works of Mrs. 
Kirk and some other very rare authors are 
compared with most of the books which 
have been written on Mexico abroad in 
the last thirty years. The latter please, 
displease, or produce indifference, but little 
else Their conclusions appear intellizent 
and correct, well intentioned and impor- 
tant, insidious and erroneous, or simply 
banal, but do not take possession of the 
mind of the reader or oblige him to revise 
his own ideas on the topics dealt with, and 
do not raise the silent but intense contro- 
versies which are irresistibly provoked by 
the reading of the pages of Mrs. Kirk’s 
book. 

For example, Mrs. Kirk suggests that 
Mexico has given to the world the solution 
and the example of socialism which is best 
for mankind and which is no closer to zom- 
munism than it is to fascism. 

If one accepts this reasonable opinion of 
the author, one must nevertheless keep in 
mind that even though the revolutionary 
contribution of Mexico has been great up 
to the present day, it is likely that it will 
not be Mexico that will give the definitive 
socialistic orientation which will be adopted 
after the war, but tke great capitalistic 
countries, and principally the United Szates, 
since they are the ones which will confront 
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the great problems of a lowered standard 
of living, unemployment, business competi- 
tion, lack of food supplies, and many others 
which do not affect, or in a less degree af- 
fect, the proletarian masses of Mexico, 
whose needs, after all, are very modest, 
and whose consumption of merchandise and 
commodities is very limited. As a conse- 
quence, and given the nearness and close 
relations between the two countries, the 
type of socialism which may be implanted 
in the United States after the war will be 
the one that will profoundly and immedi- 
ately influence Mexican social politics, and 
not the other way around. What type of 
socialism it will be we do not know, and 
we have not the space available to discuss 
any hypotheses. 

Among the many points which make this 
book valuable, there are certain deficien- 
cies, to some of which we shall call atten- 
tion. Mrs. Kirk suggests that the mestizos, 
i.e., persons of mixed white and Indian 
blood, present many good and many bad 
cultural characteristics This implies a cer- 
tain racial concept which, by the way, we 
are certain Mrs. Kirk is far from entertain- 
ing. In reality, among Indians, whites, and 
mestizos such cultural characteristics may 
be good or bad without distinction, and 
without influence on racial characteristics 
which are biological in nature. 

Mrs. Kirk asserts that there are traces 
of Chinese cultural traits among the In- 
dians. It may be held that there are cer- 
tain relative external and apparent analo- 
gies between the characteristics of the one 
and the other, but this does not demon- 
strate that there has been any great amount 
of cultural contact or influence between the 
groups, in spite of the fact that both are 
of Mongoloid racial origin. 

At one place we read that “the govern- 
ment of President General Avila Camacho 
undertook a campaign against the Indians.” 
We do not know on what the author has 
based this statement, because it is a fact 
that the President is profoundly preoccu- 
pied with the well-being of the natives. 
This is demonstrated, among other things, 
by his having recently secured the appro- 
priation of the considerable sum of eight 
million pesos for the improvement of the 
living conditions of the Otomi Indians of 
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the Valley of Mezquital, and by his having 
become one of the most generous of the 
patrons who stimulate and support the ac- 
tivities of the Instituto Indigenista Inter- 
americano, 

MANUEL GAMIO 
Mexico, D. F. ' 


I Fercusson, Erna. Chile. Pp. 341, vi. 
New York: Alfred A. Knopf, 1943. 
$3.50. 

From Miss Fergusson’s other books on 
Latin America, her Guatemala and her 
Venezuela, we should know what to expect: 
human interest, and charm in the writing. 
Her Chile possesses these qualities to a 
high degree. Readers who have been im- 
patiently awaiting these fruits of her 1941 
trip to Chile may buy this attractive vol- 
ume with the assurance that they are get- 
ting the best book on the country in our 
language. 

Latin Americans like to be written about 
as separate nations—not, as we like to write 
about them, as if they were a single exotic 
appendage to the United States. They like 
to be written about by people who speak 
their language and who pay them the com- 
pliment of staying in their country months 
or years instead of hours or days. They 
like to be known as people, as a culture, not 
just as figures on exports and imports. On 
all these counts, Miss Fergusson is most 
satisfactory; she thinks only of Chile, is 
eager to learn, to understand, to appreciate, 
and when she must pass an adverse judg- 
ment she is almost pathetically in a hurry 
to find some Chilean writer from whom she 
can quote. She introduces us to Chile not 
only as a geographic entity (of the most 
curious; a “crazy geography,” says Suber- 
caseaux), but as a spiritual entity, repre- 
sented by its world-famous poet, Gabriela 
Mistral. She emphasizes the fact that 
knowing means personal relationships, and 
writes interesting chapters on what Chileans 
think of us, and on the success and failure 
of our determined, formal efforts at pro- 
moting cultural relations. On such matters 
she is a wise guide as well as a charming 
example. 

ANNALS readers, however, are not likely 
to be satisfied by finding an author’s heart 
in the right place. They have a right to 
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know in advance that the author has de- 
liberately avoided history, economics, soci- 
ology, politics, and anthropology, except in. 
the most casual ani sugar-coated form. 
The result comes perilously near at times 
to the impressionistic travel book, although 
done by a sensitive and civilized person. 
With minor factual errors it would be 
picayune to quarrel; but when an author 
by omitting a trivial thing like a zero con- 
verts the worst infant mortality rate in the 
civilized world (or worst published figure, 
to be exact) into the best, it is time to say 
a word for accuracy. Because of its politi- 
cal importance, it is impossible to let the 
author's discussion of Germans in Chile go 
by without remarking that she has here 
yielded to the usual journalist’s bias and 
leaned to the alarmist side. 

It is to be hoped that the visit of Presi- 
dent Juan Antonio Rios, or any other suit- 
able excuse, will lead thousands of North 
Americans to read this pleasant introduc- 
tion to a land of whica we know too little. 
It is especially recommended to those who 
do not see why they should read about 
Latin America. 

W. Rex CRAWFORD 

University of Pennsylvania 


Pierson, Donaro. Negroes im Brazi. Pp. 
xxviii, 392. Chicago: University of Chi- 
cago Press, 1942. $4.50. 


Unlike most recent books on Brazil and 
other countries of Souta America, this book 
was not written to appeal to the present 
popular interest in Latin America. It is 
the result of a two-year period of field 
study begun eight years ago and supple- 
mented by extensive reading and study 
during a subsequent residence in Brazil. 
Consequently, though the field work was 
confined almost entirely to Bahia, Dr. Pier- 
son’s book turns out to be the best socio- 
logical study which we have of the racial 
situation in Brazil. 

The first part of tke book contains a 
social description of the present seaport 
of Bahia as the result of the contact and 
fusion of Portuguese, Indians, and Negroes. 
The two chapters comprising the second 
part deal with the African slave trade and 
the relation of whites and Negroes in the 
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social organization which was based on 
slave labor. The third part consisting of 
two chapters will be especially valuable for 
students of the racial problem in the United 
States. The author analyzes, on the basis 
of a vast amount of historical evidence, the 
process of race mixture and the crumbling 
of the color line which led to intermarriage. 
The analysis of this process is continued in 
the fourth part, where he traces the rise of 
the mixed-blood to prestige and power in 
Brazilian society. In one of the chapters 
of this section, the author analyzes the ra- 
cial composition of the various classes in 
Bahian society. In order to provide a 
quantitative basis for his analysis, he was 
forced to create his own statistical data. 
He supplements this analysis with a dis- 
cussion of racial ideology and social atti- 
tudes. The reader will find in the fifth 
part, which deals with African survivals, a 
situation which offers e marked contrast to 
race relations in the United States. In 
Brazil one need not speculate upon African 
survivals, for they aze apparent in the 
religious practices, the dances, the foods, 
and the songs of the descendants of the 
slaves and even in the culture of the Bra- 
zilian people. The las: chapter contains a 
summary analysis of the racial situation in 
Bahia as compared with the race relations 
in other parts of the world. These con- 
clusions are fortunately stated in the form 
of hypotheses which may be tested by 
further study. 

Important among these conclusions is 
that to the effect that there is class rather 
than race prejudice in Brazil. From what 
the reviewer was able to learn during a 
residence of six months in Brazil, he would 
agree, on the whole, with this conclusion. 
However, the reviewer is convinced that 
this is an oversimplification of the racial 
situation in that country. Although race 
prejudice does not exist in Brazil in the 
sense that it exists in the United States, 
there is prejudice, especially in the upper 
classes, against people of black complexion. 
Moreover, in southern Brazil and among 
upper-class Brazilians there is some preju- 
dice not only against persons of black com- 
plexion but toward persons of Negro an- 
cestry. Nevertheless, it is true, as Dr. 
Pierson states, that racial descent has little 
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influence on the social organization, and 
such prejudices are personal matters. 

Space will permit reference to only one 
other conclusion, namely, that the absence 
of racial prejudice in Brazil as contrasted 
with the situation in the United States was 
due to the gradual emancipation of the 
slaves and the absence of conflict between 
the races. This is undoubtedly an impor- 
tant hypothesis which merits further test- 
ing. In this connection it might be pointed 
out that even before the conflict over 
slavery, the emancipated mixed-bloods in 
the United States never enjoyed, even in 
the North, the status which the mixed- 
bloods enjoyed in Brazil. 

These statements concerning two of the 
hypotheses in the conclusion of this work 
are really not criticisms of this excellent 
study. Dr. Pierson has made an excellent 
scientific study in an area which has been 
neglected by both the sociologist and the 
anthropologist. Students of race and cul- 
ture contacts are indebted to him for this 
pioneering effort, and he has produced a 
work which every student of race relations 
should read, not only for its results but for 
the methods which he has used, as well. 

E. FRANKLIN FRAZIER 

Howard University 


QUINTANILLA, Luts. A Latin American 
Speaks, Pp. viii, 268. New York: The 
Macmillan Co., 1943. $2.50. 


Written by a Mexican diplomat, formerly 
at Washington but now at Moscow, this 
is the most undiplomatic book ever pub- 
lished on inter-American affairs; because 
the highly qualified, witty author really 
writes what he thinks. In Latin America 
one has “the tendency to exaggerate the 
shortcomings”; in the United States “the 
happy-go-lucky citizen excels in the oppo- 
site tendency.” The author without fear 
tries to find the common denominator to all 
America. He does not care to touch many 
matters mostly considered taboo. He 
knows the United States as well as he 
knows Mexico and other parts of the hemi- 
sphere. He is also an exception insofar 
as he writes English. He combines many 
good sides in giving a realistic picture of 
what he wishes to exist: “ONE AMERICA 
~—~a unitary hemisphere—a hemispheric de- 
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mocracy.” All of the twenty-one republics 
must correct considerable of their manners 
and institutions, their attitudes and think- 
ing, if the goal needed by all of them is 
to be realized. 

There is only one thing in the book 
with which I do not agree—the title. “This 
is not a book written by one American on 
the other America. It is a book on Amer- 
ica by an American.” 

The first part deals with national condi- 
tions; it contrasts the United States “way 
of living and dying” with that of Latin 
America. 

The second part is a discussion of inter- 
American relations. Here the most re- 
markable chapter proves how hyper-modern 
Bolivar is. The author discloses (hitherto 
never published in English) what the “hero 
of Pan-Americanism’” summarized at the 
Congress of Panama in the year 1826. 
“How beautiful would it be if the Isthmus 
of Panama should come to be to us what 
the Isthmus of Corinth was to the Greeks!” 
One hundred and twenty-five years ago, 
Simon Bolívar insisted upon “a Congress 
of all the Americas.” 

The third part of this work deals with 
America’s international role. Most recent 
events have shown that Bolfvar’s idealistic 
concept of pan Americanism “is today 
much nearer to us than Monroe’s.” Bolí- 
var thinks “in terms of an entire continent; 
Monroe’s concern is in the legitimate, but 
necessarily narrow, interests of his own 
country.” There is an astoundingly great 
similarity between Franklin D. Roosevelt’s 
Good Neighbor Policy and Bolivar’s pro- 
phetic vision of “a permanent international 
order, established on mutual obligations.” 

It seems not to be an exaggeration to call 
some of Quintanilla’s phrases the anthem in 
prose of a future ONE AMERICA, ‘“dis- 
covered by accident, named by mistake... . 
It occupies in solitary grandeur, the entire 
Western Hemisphere. . . . It is free, hori- 
zontally and vertically, east and west, north 
and south, from ocean to ocean, and from 
Pole to Pole... . To divide America is to 
weaken it, not only in the political, but in 
the cultural field as well, Our essential 
originality lies in the limitless amplitude 
of our culture... .” 

The Coordinator of Inter-American Af- 
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fairs in Washington should distribute this 
splendid work in millons of copies. 
ALFRED MANES 
Indiana University 


JOHNSON, Cuartes S. Patterns of Negro 
Segregation. Pp. xxii, 332. New York: 
Harper & Brothers, 1943. $3.50. 


It may be recalled that Dr. Karl G. 
Myrdal of Sweden was in this country 
from September 1938 to May 1940 direct- 
ing a study of the Negro under the auspices 
of the Carnegie Corporation of New York. 
This report by Dr. Jchnson is the first fruit 
of that study. The material was collected 
in three widely scattered counties of the 
rural South, in five Southern cities, in two 
“border” areas—Baltimore and Indianapo- 
lis, and in Chicago end New York. It is 
presented under a sociological analysis in 
two parts. Part I d2als with the patterns 
of segregation and Ciscrimination in their 
spatial, institutional, public service, com- 
mercial, professional, occupational, residen- 
tial, educational, and other forms. Part I 
deals with the effects on personality and 
on the behavioral patterns of acceptance, 
avoidance, aggression, and hostility. It is 
all fascinating reading for anyone, layman 
or specialist, interested in race relations, 
because of its generalizations and its rich 
illustrative episodes and quotations from 
experience. 

The patterns of segregation differ mark- 
edly in the four distinct areas. In fact, the 
author makes it clear that there are as 
many patterns of dscrimination as there 
are variations in the folkways and mores 
on the one hand and in personality on the 
other. The major patterns of the four 
areas differ mainly because of differences 
in historical backgrounds. In those parts 
of the Old South where customs have been 
little disturbed, the patterns of race rela- 
tions are so deeply ingrained in the routines 
of daily life as to have become automatic 
parts of personality structure. What has 
long been customary seems “natural,” and 
race relations are carried out with little 
friction and with little conscious frustra- 
tion. The “folk” Negro and large parts of 
the lower classes, especially in the rural 
districts, accept discrimination, and even 
criticize their more adventuresome fellows. 
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Race relations, like social relations in gen- 
eral, appear to be relatively smooth where 
the patterns of etiquette are well defined; 
they are more frequently marked by em- 
barrassment in the border areas precisely 
because they are moze or less uncertain 
and variable; and mest of the race riots 
have been in Northern cities. 

Even in the South, however, the fixity of 
custom is being dissolved by the attrition 
of urbanism, industrialism, education, in- 
creased mobility, better standards of liv- 
ing, and occupational and cultural differan- 
tiation within the Negro community itself. 
The new business and professional classes 
of the cities know their civic rights end 
are more insistent on asserting them. As 
discrimination through custom breaks down, 
the South tries to maintain the traditional 
caste system by law. But state laws have 
in turn had to yield to adverse decisions in 
the Federal courts in questions relating to 
suffrage, travel, education, use of public 
facilities, judicial procedure, and civic 
rights. There is thus increasing resistance 
to discrimination by Negroes of the middle 
and upper classes. (The author tells <oo 
little about Negroes of the “upper-uppe2r” 
class.) In fact, resistance is being sys- 
tematized through the activities of various 
organizations, while it has become the busi- 
ness of lawyers specializing in discrimina- 
tion cases in Northern cities. 

In the final chapter on “Retrospect and 
Prospect” the author advances no practical 
suggestions. It is trite and purely senti- 
mental to say that discrimination is neither 
democratic nor Christian. That has been 
true for quite a while. The author nates 
that liberty and equality have proved anti- 
thetical, but seems to find some “principle 
operating in society which tends to recon- 
cile liberty and equality.” It would be 
interesting to know what that principle is. 
He ends with the statement that it would 
be logical “for the government to impose 
controls and regulaticns—to ensure to all 
racial minorities not only free but equal 
participation in the economic and political 
life of the country.” That would be quite 
a miracle for even a communist regime to 
accomplish. Moreover, what does one 
mean by “free” and “equal”? What one 
misses is some speculation on the effects of 
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continued growth of population, economic 
trends, the changing need in peacetime for 
Negro workers, the long years of the de- 
pression and simular factors. Treatment 
during wartime, when the need for labor 
is imperative, does not seem too promising 
for the future. Negro-white relations dif- 
fer from most other race relations in this 
country through the fact of high visibility. 
This can be escaped only through race 
amalgamation, which seems to be diminish- 
ing. Advance must be made, therefore, 
through the development of the Negro 
personality and through organized use of 
Negro voting power, both of which will 
commamd] respect. 
Frank H. HANKINS 
Smith College 


Montacu, M. F. Asurey. Mans Most 
Dangerous Myth: The Fallacy of Race. 
Pp. xiv, 216. New York: Columbia 
University Press, 1942. $2.25. 


Problems of race loom so large in pres- 
ent political and social controversy that it 
seems impossible to touch them without 
exposing one’s obvious biases and tenden- 
tious opinions. This is certain to be the 
case in such works as this by Dr. Ashley 
Montagu, which may be described as a 
tract for the times. It is a work which 
falls somewhere in the twilight zone be- 
tween strictly scientific treatment of its 
subject and propaganda. The author be- 
longs among those whom McDougall called 
“race stumpers.” ‘The viewpoint has re- 
cently been expressed by Huxley and Had- 
don; most of the arguments have been 
often reiterated. What has been done here 
is to give a popular presentation of the bio- 
logical, psychological, and cultural aspects 
of the race question in relatively brief com- 
pass, with a strong and well-stated human- 
istic emphasis that will meet with wide- 
spread response. 

After briefly tracing the origins of the 
race corcept, the author analyzes the usual 
anthropological conception and finds that 
it is art:ficial, does not correspond with the 
facts, and leads to confusion. He then 
proceeds to set forth his own conception, 
based on the assumption that “the original 
ancestral human species” was “genetically 
relatively homogeneous”; and that through 
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migration and gene mutations, different 
physical types were formed. “In short, the 
so-called ‘races’ merely represent different 
kinds of temporary mixtures of genetic ma- 
terials common to all mankind” (p. 41). 
He goes on to argue that, therefore, race 
concepts are merely products of cultural 
situations and social tradition, and have so 
little correspondence with reality that the 
word “race” should be abandoned and “‘eth- 
nic group” substituted. Nevertheless, he 
finds it necessary to continue to talk about 
races. He asserts with little effort at sys- 
tematic proof that the races are all sub- 
stantially equal; that race mixture has 
proved valuable; that the caste system in 
America is based on tradition and the per- 
petuation of economic advantage by the 
whites; and that eugenic progress has noth- 
ing to do with either races or classes. 

The reviewer agrees with.some of the 
propositions; is in warm agreement with 
the broadly human perspective of the au- 
thor; but finds the argument on certain 
fundamentals thin and unconvincing, and 
the evidence highly selected for a purpose. 

Even if the original human populations 
were “relatively homogeneous,” migration, 
mutations, and selection (which the author 
tends to neglect) would in due time produce 
profound differences. The author admits 
that in time all genes may mutate, but thinks 
that present racial differences relate to not 
more than 5 per cent of all genes. The fig- 
ure is a pure guess; why not 50 per cent? 
And may these not relate to traits of basic 
importance in cultural evolution? The ar- 
gument on brain size is partial and partisan. 
When the author asserts that the race prob- 
lem is not a biological problem at all, he 
neglects entirely the obvious fact of race 
visibility. He omits all reference to the 
selective action of cultural factors. More- 
over, one may well ask how “ethnic groups” 
as a term is a scientific improvement over 
“racial groups.” 

It would seem that the recent propa- 
ganda to do away with the vicious aspects 
of the race concept would make faster head- 
way by emphasizing the vast overlappmg 
of the distribution of individual differences 
among different racial groups, instead of 
trying to deny what the man in the street 
finds all too clear, namely, that there are 
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such things as racial d:fferences. This over- 
lapping means that, regardless of the trait 
under discussion, many members of one 
group are clearly the equals, the similars, 
or the superiors (or irferiors) of the other. 
This is something the man on the street 
can be made to understand. It means thet 
there is no basis in fect for discrimination 
against any racial group as a group. It is 
good democratic doctrine and in harmony 
with generally accept2d canons of justice 
that individuals should be treated on their 
merits in a society where opportunities 
are made equal for all. In that case, race 
persecution and caste systems based on 
skin color, as the author so vigorously 
pleads, lack a basis in biological and psy- 
chological fact. 

Moreover, such an approach provides a 
factual basis for an educational program. 
It is here that the author is weakest. I do 
not find in his approach any solution except 
the creation of another myth based on 
emotional sets. Why not face the facts? 

FRANK H. HANKINS 

Smith College 


JANowsky, Oscar I. (Ed.). The American 
Jew: A Composite Portrait. Pp. xiv. . 
322. New York: Harper & Brothers, 
1942. $2.50. 


More books and magazine articles deal- 
ing with the Jew have been offered the 
American public since the outbreak of the 
present war than in any similar period in 
our history. This is not difficult to under- 
stand. The unspeakable treatment of the 
Jew in central and eastern Europe has 
created a wave of American sympathy, and 
nowhere is it permitted fuller freedom of 
expression than in America. It would be 
strange if anti-Semitism abroad did not 
find a minor echo in America, and stranger 
still if the very volume of the apologia 
should not fan the zeal of the insignificant 
and bigoted anti-Semitic minority here. 

The effusions of Jewish apologists seem 
to be directed against this sad un-American 
minority. Their tone is highly cefensive. 
Topics like “What tke Jew Has Accom- 
plished,” “The Growth of Jewish Popula- 
tion,” “What the Jew Has Contributed,” 
and “Fairness to the Jew” reflect this atti- 
tude. Such polemics obviously reinforce 
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anti-Semitic bias, which is based not on 
reason but on prejudice. Seldom is the 
Jew’s integral, inseparable, inelienable place 
in America’s society assumed and his basic 
similarity with other Americans empha- 
sized. 

Janowsky’s American Jew, in contrast 
with such literature, is as fresh and stimu- 
lating as a breeze from the ozoned upper 
air. There is nothing defensive, servile, or 
apologetic about it. There :s no divided 
allegiance. To its editor, the Jewish fathers 
are as much the soul of America as the 
Pilgrim fathers. Jewish culture is integrally 
woven into the American pattern. With- 
out it, America would not be America. 
Judaism’s religious phases cnly make it 
identifiable. 

The book is a symposium of twelve pa- 
pers written by specialists covering every 
phase of Jewish life in America—economiz, 
cultural, religious, and philoscphical—skill- 
fully blended into a coherent whole. Jew- 
ish influence like a crimson thread is traced 
through America’s entire history. The 
cumulative importance of the differert 
branches of European Judaism ehtering 
America in the different eras of our his- 
tory is vividly portrayed. Stress is laid on 
the reciprocal influence on both America 
and the Jewish group of the reblending af 
these European elements withm the frame- 
work of America’s free institutions. Al 
contributions are Zionist in viewpoint anj 
regard a Palestinian homeland as indis- 
pensable for the masses of persecuted and 
denationalized European Jews. 

The treatment is analytical and dispas- 
sionate throughout. Even ant:-Semitism is 
treated not as a crime against a minority 
group but as a challenge to democracy as 
the universal basis of civilization. The 
interpretation of the Jewish group is con- 
sidered as an interpretation cf the whole 
of which it is an integral part. There is no 
attempt to sermonize or prophesy. Jewish 
group life in all its variety and complexity 
is analyzed with impartiality and detach- 
ment, indicating the currents and trends. 
It is the most wholesome and most interest- 
ing single book on the American Jew that 
has come to the attention of the reviewer 

CHARLES W., COULTER 

University of New Hampshire 


\ 


193 


AMERICAN COUNCIL ON EDUCATION, AMERI- 
CAN YoutH Commission. Youth and 
the Future. Pp. xix, 296. Washington, 
1942. $2.50. 


The recent reports and recommendations 
of the National Resources Planning Board 
seem to have part of their rootage in the 
findings of the American Youth /’ommis- 
sion of the American Council on Education. 
This commission, appointed in 1935, ended 
its work in 1942 and published a final re- 
port of nearly 300 pages entitled Youth and 
the Future. During this six-year period the 
commission delved widely into many of the 
problems facing youth, and the findings set 
the pattern for some of the N.R.P.B. re- 
port. These are summarized in this book. 

More than twenty studies of the various 
problems facing the youth of our country 
were made by the staff of the commission 
These publications were submitted to the 
American Youth Commission for study and 
discussion at its many sessions. The titles 
of a few indicate the variety of investiga- 
tions made: Youth Tel Their Story; 
Matching Youth and Jobs; How Fare 
American Youth? Youth, Family and Edu- 
cation; Guideposts for Rural Youth; Grow- 
ing Up m the Black Belt; Time on Their 
Hands; Youth Work Programs. 

The first part of the final report deals 
with youth unemployment -as a continuing 
problem, youth work programs and their 
relations with schools, and the problem of 
full employment for youth. Another part 
deals witk the needs of youth—education, 
and delinquency and crime. Another part 
outlines programs of action in communities 
and discusses the place of the state and 
Federal gcvernments in these programs and 
the responsibility of planning in relation to 
action. The last section of the book deals 
with the “Meaning for Life.” It discusses 
the nature of work for youth, the new prob- 
lem of leisure time, youthful apathy during 
the depression years, skill as a factor in 
the happiress of youth, and the hope and 
spiritual outlook for the future. 

The work of the commission during its 
first years dealt largely with the problem 
which was then causing great anxiety 
throughout our entire country—unemploy- 
ment and particularly unemployment of 
youth. The commission believes that in 
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future years it will be a major objective 
of the American people to manage our 
economic system so effectively that a sus- 
tained level of full employment can be 
achieved through the regular channels, in- 
cluding employment in necessary govern- 
mental services as well as in private eco- 
nomic activity. By vigorous action we 
should be able, within a few years, to re- 
duce greatly the amount of chronic peace- 
time unemployment. The commission be- 
lieves that the United States will survive 
as a stronghold of freedom and that even- 
tually we shall solve our problem of full 
employment by achieving the right com- 
bination of social contro] and private enter- 
prise. 

The commission is unanimous in its be- 
lief that the success and the progress of a 
democracy depend upon its people’s being 
well educated. Even though we are now 
at war, the commission is sure that “the 
only sensible educational policy for a pro- 
gram. of total defense is to maintain educa- 
tional services unimpaired.” 

The commission also recommends plans 
for action in solving particular problems. 
These plans call for action in communities, 
in state governments, and on the part of 
the Federal Government. The commission 
recommends that American mayors and 
city managers take steps to inform them- 
selves and their constituencies concerning 
local conditions as to employment and 
unemployment among youth, educational 
opportunities and the lack of them, recrea- 
tional facilities and their use, and the status 
and need of health services. Every com- 
munity has some resources for youth which 
are not fully utilized. 

Without mentioning Adolf Hitler by 
name or tracing the history of his youthful 
joblessness and frustrations, the report 
points out that the revolutionary move- 
ments in Europe during the last twenty 
years found their spearhead and leadership 
in unemployed youth, and that chronic 
unemployment in some individuals had 
reached “psychopathic levels.” It is evi- 
dent that if such problems are not met, 
young people will not rest in silence. Ev- 
ery postwar movement of social unrest will 
cater to this group. 

After the war, when returning soldiers 
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and sailors will be overflowing the job mar- 
ket, more young persons will continue to 
come out of school hunting work. The 
result, the report forecasts, will be “a piling 
up of several million jobless, inexperienced 
new workers” who, if they are to remain 
rational, will have only two alternatives: 
“They can blame tkemselves or they can 
blame the system. They can take the 
blame themselves orly at the price of an 
acceptance of perscnal failure. If they 
blame the system, taey may develop life- 
long tendencies towerd radicalism.” 

In fairly specific terms the report advo- 
cates a program alorg these lines: 

1. Make employment of all ycuths under 
21 years of age “a social responsibility.” 

2. Carry out this program through the 
CCC, the NYA, and work programs, in- 
cluding not only public works but also 
“production of goods for use of such por- 
tions of these people as are unable to 
purchase necessities in adequate quanti- 
ties.” 

3. Set the age of 16 as the minimum 
limit of education of all children. Require 
a year of work between high school and 
further schooling to give youth an under- 
standing of its practical abilities and needs. 

4. Attack the prcblem of ycuth unem- 
ployment on a long-range basis by improv- 
ing the capitalistic system to make it pro- 
vide a job for “all who are able and willing 
to work.” 

5. Encourage consumer co-operatives, 
profit-sharing in business, and intelligent 
pricing, so as to distribute income “in such 
a way that goods ani services will be avall- 
able to the people who could and would 
consume them, thus making it possible for 
production to continue and expand.” 

Forrest H. KirXPATRICE 

Personnel Planning and Research 

Radio Corporation of America 


THURSTON, Henry W. Concerning Juve- 
nile Delinquency. Pp. x, 236. New 
York: Columbia University Press, 1942. 
$2.75. 

Here we have the mellow reflections on 
juvenile delinquency and its treatment in 
the American scene by one of the earliest 
probation workers :n a specially organized 
juvenile court. Mr. Thurston became a 
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probation officer in the Chicago court in 
1905. He has the acvantage of a longi- 
tudinal approach. 

Delinquency is conceived as youthful be- 
havior which happens to be acted upon 
seriously. The causes of it are discussed 
by an interesting forum device, by which 
the writer as chairman introduces the ve- 
marks of experts. While the method is 
attention-getting, the general effect is con- 
fusion of insights. And that is exaczly 
where the status of etiology of delinquent 
behavior is. 

Mr. Thurston is at his test in tracing 
the evolution of the juvenle courts and 
probation in America. He gives an is-de 
picture, not ordinarily aveilable to the 
average student. His handling of agercy 
resources and co-ordination is rather light. 

One of the high ligats of the book is a 
chapter entitled “The Gist of Juvenile De- 
linquency as a Community Problem,” by 
Leonard W. Mayo. The <heme of this 
supplemental statement is quite profession- 
ally acceptable to advanced social work 
practitioners: community resources to mzet 
the needs and inner difficulties of the chcld. 
However, the effective recipe for treatment 
and prevention of delinquency has not been 
found as yet, and psychological etiology 
seems to be of not much greater help in 
finding the recipe than any other type of 
etiology. 

WALTER C, RECKLESS 

Ohio State University 


BECKER, Howarp, and REUBEN HILL 
(Eds.). Marriage and thz Family. Pp. 
xxii, 663. Boston: D. C. Heath & Co., 
1942. $4.00. 

Since courses on marriage and the family 
are ever increasing In popularity in the 
colleges and universities, publishers have 
been on the alert Zor suitable texts to fill 
the growing demand. Every year seems to 
witness the appearance of ore or more Lew 
texts in the field. 

While a book written by a capable autior 
has its merits from the po:nt of view of 
balance of material, unity, and so forth, 
the present volume, whose contributors 
number twenty-seven, clearly demonstrates 
an immense superiority over most one- 
author texts in this field of sociology. 
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To bezin with, most of the contributors 
have been selected because they were recog- 
nized experts in some aspect of the sub- 
ject, with the result that there is an 
authoritative air and freshness of approach 
lacking in many works on marriage and 
the family. Moreover, while many sym- 
posiums are frightfully uneven in quality 
and coherence, the present volume holds to- 
gether on an exceptionally high level of 
performance. Also, it shows the possibility 
of writing scientifically and entertainingly 
at the same time. 

The emphasis is on various aspects of 
present-day courtship, marriage, and family 
patterns and problems. Here are some of 
the charter headings: Personality Develop- 
ment and Marriage; Love and Courtship; 
Assortative Mating and Marital Stability; 
The Engagement; Heredity and Eugenics in 
Marriag2; Physical Aspects of Marriage; 
Prenatal Care and Childbirth; The First 
Year of Marriage and the Growth of Soli- 
darity; Factors in Marital Adjustment; 
Marriage Conflict; Money and Marriage; 
Parent-Child Interaction; Family Crises 
and Ways of Meeting Them. 

The chapters are designed to be realistic 
and practical, and, for the most part, are 
not dogmatic. They should prove of im- 
mense value for students who are endeavor- 
ing to understand present-day marriage and 
family relationships. 

Ray H. ABRAMS 

University of Pennsylvania 


REED, RutH. The Single Woman. Pp. 
xiv, 227. New York: The Macmillan 
Co., 1942. $2.00. 


The ttle of this volume is a bit mis- 
leading A subtitle might have been added 
by way of explanation (or The Unmarried 
Professional Woman Looks at Life and Is, 
on the Whole, Satisfied). The book itself 
is a somewhat superficial analysis of the 
problems of unmarried women as revealed 
to the author through conversations with 
some three hundred single women teachers, 
college professors, social workers, physi- 
cians, women at summer camps, et al. The 
author’s impressionistic conclusions from 
these conversations fill the book. In an 
atmospkere of such “sweetness and light,” 
it is not surprising that nothing very star- 
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tling or unusual emerges, unless it is that 
so many are finding real satisfaction in their 
work; that is surprising to all who think 
unmarried women are bitter and frustrated. 

In fact, this finding of so much that was 
satisfying in their work seems to have been 
one reason that many did not marry. Oth- 
ers had heavy financial responsibilities; 
some wished to better their economic posi- 
tion, and devoted themselves so strenuously 
to this task that they had little opportunity 
to compete for men they would have con- 
sidered marrying. That is, they could not 
compete with young women born to greater 
advantages. Some women were shy and 
retiring, some unattractive, others beauti- 
ful. In retrospect, many wished they had 
married, but as Dr. Reed suggests, “many 
married women wish they had not!” In 
any event, a favorable case for the feminine 
celibate is presented. 

The adult single woman’s need for her 
own quarters, free from parental domina- 
tion or prying landlady, is well presented. 
Yet many of the group lived at home or 
with relatives. A home of her own, on the 
other hand, may provide the single woman 
relaxation and privacy essential both for 
her own happiness and for success in her 
work, and many find this to be true. 

In their work some women met with 
serious problems of sex discrimination and 
of masculine resentment at their success, 
particularly if they held jobs in competition 
with men, or greatly surpassed in ability 
the men with whom they worked. The 
more successful men did not generally re- 
sent women, however. 

In the last chapter (“The Aged Single 
Woman”) the specter of a dependent old 
age is presented. This is especially serious 
because many women aid their relatives 
to such an extent that they cannot save 
much for their postearning period. How- 
ever, dependency is not essentially a matter 
of single blessedness, as Dr. Reed unques- 
tionably knows. In any event, the single 
woman, by her very pattern of life, has 
become accustomed to loneliness, has even 
come to appreciate its merits. The nature 
of her life has prepared her for living out 
her last years apart from kith and kin. 

As the author makes plain, single life, 
like married life, has certain advantages, 
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albeit of different nature. Moreover, single 
women make a distinctive contr-bution to 
modern culture, not only through their 
services as educators and welfare workers, 
but even to family lice itself! Some single 
women adopt children, although this is not 
usually recommended. But many more 
single women should=r the family burden 
of supporting parerts, thereby allowing 
other members to merry and rear families 
of their own. Others aid their nephews and 
nieces in securing an 2ducation. 

In reading this book, the remark by a 
friend of mine, a well-known European 
young woman, comes to mind. In speaking 
of the single woman's problems she once 
said to me, “After all, the professional 
woman is the modern nun.” Since the 
professional woman devotes so large a 
share of her effort to education, nursing, 
and social welfare, she may well be the 
counterpart of her medieval predecessor, 
although she is seldom as pious. 

Dr. Reed presents tone of the sordid or 
pathological aspects .f the “great unmar- 
ried” in this book. Sex maladjustments are 
virtually ignored. Frustrated women are 
admittedly not represented. There are no 
tyrannical women executives. For that 
matter, tyrannical secretaries who “take it 
out” on the other employees and the public 
are nowhere mentioned. The spinsters Dr. 
Reed discusses are gentlefolk, and she gives 
little hint that there are a few unmarried 
females who are not. 

MABEL A, ELLIOTT 

University of Kansas 


MUKERJEE, RADHAKs+MAL. Man and His 
Habitation. Pp. xv, 320. New York: 
Longmans, Green & Co., 1942. $3.50. 


This book, by the professor of economics 
and sociology in Lucknow University, grew 
out of a series of leccures before the Fac- 
ulty of Science of the same institution. It 
is a treatise on social ecology, and is based 
on a comparative study of rural and urban 
societies. The thesis is that “there are dif- 


‘ferent kinds of mentzlity associated with 


different kinds of villeges, towns and cities; 
in the different habitats the factors and 
processes which govecn location and influ- 
ence of individuals and their economic 
status vary; and so also those which guide 
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biological selection, social clustering and 
segregation of groups in the community” 
(p. 8). 

“All such social differences,” the author 
claims, “can be comprehended under the 
fundamental ecological concepts .. .” {p. 
8), and “the Gestalt of a hamlet, village, 
country town and city is the outcome of 
ecological and psychological forces ever at 
play in selecting, grading and segregating 
men and their groups, occupations and in- 
stitutions in the habitat” (p. 9). 

The factors of population density, mo- 
bility, and the “tempo of life” differentiate 
urban from rural ways of life With these 
three variables the author maintains we 
may “measure roughly, not only rural- 
urban differences, but also differences be- 
tween towns and cities of various types, 
ranging from small ccuntry towns in agri- 
cultural regions to industrial and ccm- 
mercial cities, metropolises and ‘connurba- 
tions’” (p. 154). 

The net impression one derives from Pro- 
fessor Mukerjee’s presentation is that the 
explanations of rural-urban differences are 
oversimplified. There is, for example, the 
statement that rural people are more con- 
servative, without any definition of what 
is meant by “conservative,” and without 
any proof for the generalization (p. 146). 
Again, he says “urbanism is a system of 
superficial, transitory human relations, 
groups and institutions, characterized by 
high physical and social mobility and inter- 
changeability, isolation of economic from 
all other interests, and social alignment, 
based on economic status and power (p. 
154, italics mine). How “economic inter- 
ests” can be isolated from all other inter- 
ests and yet constitute the basis for “social 
alignment” is not easy to discern. 

These are only two of many examples of 
broad generalizations which frequent these 
pages. While the author naturally relies 
largely on Indian data, he does not limit 
his generalization to the locale of the data. 
For example, while there is a low sex ratio 
in rural India, the reverse is the case in 
the United States. 

The book is studded with challenging hy- 
potheses and will give the thoughtful reader 
a very stimulating experience. Rural and 
urban sociologists will be especially inter- 
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ested in it, as well as the devotees of social 
ecology. 
Lowry NELSON 
University of Minnesota 


Morcan, ARTHUR E. The Small Commu- 
nity. Pp. xxi, 312. New York: Harper 
& Brothers, 1942. $3.00. 

This book is a study of the small com- 
munity. The historical aspects are dis- 
cussed, the usefulness of the small commu- 
nity is appraised, and, finally, means are 
proposed for making the small community 
a better way of life. Mr. Arthur Morgan, 
a former chairman of the Tennessee Valley 
Authority, a former president of Antioch 
College, and an engineer of international 
repute, is the author of this treatise. His 
many years of technical experience and his 
work with rural America give a new im- 
petus to the rural community. Here is a 
wrizer discussing the rural community, not 
as a social moralist but as a social engineer 
and practical planner. 

The treatise begins with the place of the 
rural community in society as a whole, 
the crux being that the small community 
is the seedbed of society. For generations, 
the urban of our society has drained our ru- 
ral life until today many small communities 
have become small cities. Morgan believes 
that “this progressive disappearance of the 
community in present-day life is one of the 
most disturbing phenomena of modern his- 
tory.” However, the rural community need 
not disappear. Some communities have al- 
ready taken stock of themselves, and hun- 
dreds of community councils have been 
formed to study community interests, latent 
potentialities, and responsibilities. The 
author concludes Part I of his book with a 
background of the community, an appraisal 
of its place in human culture, and proposals 
for achieving maximum communal life. 

Morgan gives a functional definition of 
the community, describing it as a way of 
living and satisfying a common need. His 
chapter on the history of the community 
is Srief, but inspiring and inclusive. He 
points out that the small community has 
been the basic source of the culture of a 
society, a fountain of population, and the 
preserver of a societal culture. However, 
a functional society cannot long survive, 
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for there must be cohesion, unity, and in- 
tegration to make it a social personality. 
The discussion of regionalism is excellent, 
and if nothing else were read in his treatise, 
the reader would feel satisfied with this 
section alone. 

The small community has been neglected 
and exploited. The problem, then, is to 
check this gradual dissolution of the small 
community. Morgan gives a list of ob- 
jectives to attain a full community life. 
He discusses these more fully in Part II, 
“Community Organization.” His treatment 
of community design, the spatial aspects of 
a community, is commendable. Part IT 
is a description of community interests such 
as government, health, recreation, religion, 
and ethics. Morgan concludes his book 
with an essay on the pioneer in the com- 
munity and the community as the natural 
home of democracy. 

This book is not a theoretical treatment 
of the community; rather it is primarily 
a handbook for the study of a community, 
and is to be used by community planners. 
At times, Morgan, in spite of his technical 
training, presents unsubstantiated evalua- 
tions of community life. However, the 
book is interesting and well worth reading 

Dovucias G. MARSHALL 

University of Wisconsin 


Barnes, Harry Ermer. Social Institu- 
tions, Pp. xviii, 927. New York: 
Prentice-Hall, Inc., 1942. $5.35. 


The subject matter of this volume con- 
sists of material on certain basic social 
institutions and on selected social problems 
such as the disintegration of primary groups 
and community disorganization, and treat- 
ment of occasional topics such as censor- 
ship and propaganda. In all, this can be 
termed a book on social institutions only 
by employing a very loose and charitable 
interpretation of the concept. The author’s 
theory of social institutions is eclectic, and 
the approach is a combination of the his- 
torical and descriptive methods. One won- 
ders why so many of the chapters were 
written in a scolding fashion, and regrets 
that there is little straight analysis and 
interpretation of social institutions as they 
operate in our society, without reference 
to subjective evaluations of them. 
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There are good chapters in Social Insti- 
tutions, and many social scientists will wel- 
come the informaticn and insights con- 
tained in the chapters on “Property,” “Law 
and Justice as a Social Problem,” “Law in 
Action,” and “Leisure, Recreation and the 
Arts.” Again, one regrets that the author 
has approached social institutions from the 
standpoint of the protlems involved in each 
institution and its relation to the total so- 
cial organization and culture of Western 
society. In view of the fact that there 
does not exist at the present time a reliable 
over-all account and inventory of the na- 
ture and the position of our social institu- 
tions, it is gratuitous to assume that the 
fault of our world lies in our institutions, 
as Dr. Barnes would have us believe. 

The volume opens with three chapters 
on the general theory of social irstitutions 
and leaves the reader wondering why the 
author includes the wcrk of Sumner, Keller, 
and Hertzler but does not mention the more 
recent work of Chapin, Malinowski, and 
Hiller in this important field. Sociologists 
will object to the fact that, after presenting 
a general theory of institutions as part of 
the social structure, the author fails to use 
his framework in describing and interpret- 
ing the specific institutions studied. There 
is a great need for a refined and systematic 
body of theory in the field of institutions, 
but the reader will lock in vain for such in 
this book. 

The assumption of the author is that tech- 
nological developments have outstripped 
our social institutions, and that the answer 
to modern economic, social, and political 
problems lies in the readaptation of our 
social instrumentalities to the demands of 
the new, mechanized order. This thesis is 
so simple and unperp-exing on the surface 
that the gullible may be easily overenthusi- 
astic about it. It should be rea_ized that 
there is no body of reliable in-ormation 
which determines to what degree and i 
what manner social institutions (which are 
highly abstracted phenomena) must adjust 
to the conditions of technical development. 
Aproximately identical technological devel- 
opments have been assimilated in demo- 
cratic, communistic, and fascist countries 
by these three quite different types of social 
systems. It is not demonstrated that any 
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one of these is superior to any other one so 
fer as this adjustmen: is concerned im a 
technical sense. Further, it is a tenable 
thesis that our main social efforts should 
be directed towards a restructuring of our 
institutions in terms of emerging social val- 
ues and ideologies which are but remotely 
related to scientific or technological condi- 
tions 
James H. BARNETT 
University of Connecticut 


JELLINEK, E. M. (Ed.) Effects of Alcohol 
on the Individual, Vol. I. Alcohol Addtc- 
tion and Chronic Alcoholism. Pp. xxv,, 
336. New Haven: Yale University Press, 
1942. $4.00. 


The sheer mechanical and intellectual 
task of cullmg from a possible hundred 
thousand titles the three or four thousand 
to be considered is in itself a feat; to rs- 
view them critically and comparatively is 
a major contribution. The critical ap- 
proach of the authors is set forth by Dr. 
Jellinek on pages xv to xxiii, and this 
chapter merits careful reading. So does 
the Preface, in which Dr. Bowman ex- 
presses a concept o? relationship between 
medical and social issues, and describes the 
functions and the methods of the Research 
Council on Problems ot Alcohol, of which 
this volume is an official publication. 

Three volumes are planned. This is the 
first, and “is devoted entirely to the eti- 
ology and treatment of abnormal drinking, 
and to the bodily disorders of chronic alco- 
holism.” The second volume will be con- 
cerned with experimental data in physi- 
ology and psychology, and will include the 
question of germ-damage. The third vol- 
ume will be more purely sociological and 
statistical, 

This present volure has two parts. The 
first, written by Drs. Bowman and Jellinek, 
deals with the fundamental problem—that 
of addiction; it deals also with the deriva- 
tive question of the mental disorders that 
result from the improper use of alcohol or 
are in some way related to it. The second 
part contains a chapter on vitamin defi- 
clencies, and includes a discussion of the 
quantitative relationship between B, and 
caloric intake. There is also a chapter on 
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the controversial problem of cirrhosis of 
the liver; a chapter on Marchiafava’s dis- 
ease—a rare condition but of unique inter- 
est; and a chapter on the pathological anat- 
omy and clinical symptoms of changes in 
brain structure attributable to nutritional 
disturbances. 

Dr. Jellinek, experienced in statistics, 
ventilates refreshingly the old problem of 
good data and bad conclusions, and the use 
and abuse of statistical and pseudo-statisti- 
cal methods in general. Competence in ex- 
perimental method, he argues, does not 
guarantee competence in making logical and 
valid deductions from the accumulated 
data, even though the latter are beyond 
suspicion. Apparently the net significance 
of a group of factors, if they are numerous 
enough and varied enough, may elude the 
grasp even of good intellects unless they 
have been put on the alert by special 
training. Facts, of course, should speak 
for themselves; but the clamor of many 
is often confusing until organization is 
achieved. 

The bibliography is large but, in accord- 
ance with the principles laid down, selec- 
tive. Very few readers will feel that the 
spadework of the authors has left any 
treasure uncovered, and if any digging re- 
mains to be done, it will have been enor- 
mously reduced and facilitated by the work 
already accomplished in this volume. 

J. A. Kinpwatt, M.D. 

Wauwatosa, Wis. 


LETTER TO THE EDITOR 


March 12, 1943 
Dear Sir: 

I request that you pubhlsh the following 
comments on the review by Professor Sam- 
uel Flagg Bemis of my Caribbean Policy of 
the United States, 1890-1920 which ap- 


- peared in THE ANNALS for January, 1943. 


I make no comment on the reviewer’s 
opinions that the punctuation is “calcified” 
and the arrangement of material “unskill- 
ful.” However, I do take exception to his 
statement that other authors have “covered 
the ground.” Some of them have discussed 
the Monroe Doctrine and others have 
treated special phases of United States 
interests and activities in the New World. 
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I know of no one, however, who has de- 
veloped the unity of the Caribbean policy 
during this thirty years as a prototype of 
the larger policy to follow, or who has done 
this from the personal papers (and other 
materials) I consulted and cited freely. 

As illustrations of some “of the most 
important” books in the field that were 
not used by me, Professor Bemis mentions 
four. Of these, three deal with men who 
had died, or an era that had closed, more 
than sixty years before the period I under- 
took to study. The fourth is an excellent 
work but its interest hes in another direc- 
tion and I believe the reviewer would have 
some difficulty in pointing out any material 
contribution that it makes to the subject. 
Further as to the bibliography: it is agreed 
that the descriptive terms employed are 
exceedingly short. Each represents an ef- 
fort to condense original descriptive notes 
of from twenty to one hundred words so 
as to avoid an undue burden on the printer. 
If they are misleading it is probably in the 
same way that Professor Bemis’s abbrevi- 
ated title of the volume by Genaro Estrada 
is so strikingly different from the original 
title. 

The final accusation is that of suppress- 
ing the important-information that the 
Assistant Secretary of the Navy apparently 
had a considerable part in the drafting of 
the constitution imposed on Haiti in 1918. 
I call attention to the fact that the pol- 
icy leading to the intervention had been 
adopted by others and was later applied 
by others. The extensive investigations 
conducted by United States Congressmen 
and private individuals did not show our 
present Chief Executive to be responsible 
for the program. As a result I felt that to 
inject his now-famous name into the ac- 
count would verge on sensationalism rather 
than scholarship. If reviewers object I am 
Sorry. 

W. H. CALLCOTT 


A REPLY 


March 18, 1943 
Dear Sir: 


Professor W. H. Callcott has submitted 
_ to me a copy of his letter to you of March 
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12, 1943, in which he takes exception to 
my criticisms of his Caribbean Policy of 
the United States, 1890-1920, in my review 
of this work in THe Annats for January, 
1943. 

I will answer seriatim the principal ob- 
jections of Professor Callcott: 

(1) Professor Callcott believes it un- 
just for me to say that other authors have 
already covered the ground, when his book, 
as he explains, is the only one which has 
ever developed the unity of Caribbean pol- 
icy during those thirty years as a prototype 
of the larger policy to follow. 

I began by stating that there is a place 


‘for a new book on the Caribbean policy of 


the United States, or even the whole Latin 
American policy of tne United States, pro- 
viding the author would give us a large- 
minded historical interpretation of the 
broad principles that have dominated that 
policy; but, I said, we got no sach under- 
standing from his book. This statement of 
course implied to anybody familiar with the 
subject that the otaer authors who had 
covered the ground had dealt with special 
phases and subjects rather than the whole 
picture (although some of them lke Munro, 
and Rippy, and Perkins, do deal with the 
subject very broadly}. New details sup- 
plied by Professor Callcott’s book do not 
change in any essential way the picture that 
these other writers have enabled us to have 
in our minds of Caribbean policy. 

(2) I criticized the author for not in- 
cluding in his copicus bibliography Tem- 
perley’s Canning, Webster's Castlereagh, 
Webster’s Documents on Britain and the 
Independence of Latim America, and Vagts’s 
Deutschland und die Vereinigten Staaten in 
der Weltpolitik. Professor Callcott replies 
that three of these (presumably the first 
three) deal with men who have died, or an 
era that had closed, more than sixty years 
before the period zhat he undertook to 
study. That is true, of course; but why 
then did Professor Callcott cite such a large 
number of other works dealing with the 
same period, some cf which were of much 
less significance than the ones ke omitted? 
Among the books and articles thus cited, 
which deal with the years that closed be- 
fore the period of h:s study are: 
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R. F. Nichols, “Trade .. . and United 
States Consulates in Spanish America ” 

J. B. Lockey, Pan-Americanism, Its Be- 
ginnings. 

C. I. Lokke, “Jefferson and the LeClerc 
Expedition.” 

F. L. Paxson, The Independence oj the 
South American Republics... 

W. S. Robertson, “Recognition of His- 
panic American Nations.” 

W. Stewart, “The South American Com- 
mission.” 

H. L. Hoskins, “Hispanic American Pol- 
icy of Henry Clay.” 

D. Perkins, The Monroe Doctrine, 1823- 
1826. 

D. Perkins, Tke Monroe Doctrine, 1826— 
1867, 

W. H. Callcott, Santa Anna, the Story of 
an Enigma Who Once Was Mexico. 

E. G. Bourne, “The United States and 
Mexico, 1847-1848.” 

W. W. Pierson, “Alberdi’s Views on the 
Monroe Doctrine.” 

M. W. Williams, “Letters of George E. 
Squier...” 

R. W. Van Alstyne, “Central American 
Policy of Lord Palmerston.” 

There are others. 


I submit that when the author’s erudition 
extends to this wide array of material thus 
ungrudgingly displayed, it would have been 
in order to call attention also to the very 
important works which I mentioned that he 
did not cite. 

Professor Callcott says that the fourth 
work (presumably Vagts) is excellent but 
that its interest lies in another direction and 
that he believes that the reviewer would 
have some difficulty in pointing out any 
material contribution that it makes to the 
subject. There is no difficulty at all. I 
invite Professor Callcott, and anyone inter- 
ested in this exchange, to read Vagts’s sec- 
ond volume, pages 1411 to 1636, which in- 
cludes these chapters: 


Kuba und die Philippinen-Zucker- und 
Marinekonflikte 

Wettbewerb um die Jungferninseln 

Stütz- und Streitpunkte der Marinen 
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Die Intervention in Venezuela, 1902- 
1903 
Deutschland und die Monroedoktrin | 


These chapters contributed a great wealth 
of material out of German and out of 
United States archives, and from the pa- 
pers of German and American individuals. 

(3) I criticized Professor Callcott for 
not subordinating details in the structure 
of his book, but called attention to one 
detail that he had subordinated out of 
sight, namely, the authorship of the Haitian 
Constitution of 1918, which he describes 
as “drafted extra-constitutionally, if not un- 
constitutionally; and adopted by force, if 
not fraud.” It seems to me strange that 
he prefers not to mention the eminent 
statesman, still living, who wrote that con- 
stitution. Certainly that is a point of ma- 
jor interest to the historical reader. 

(4) I criticized as hit-or-miss or guess- 
work some of the thumbnail comments on 
works enumerated in his lengthy bibliog- 
raphy. Professor Callcott objects to this 
criticism, and says it is all he could do in 
the space at his disposal. The only answer 
is to ask any interested person to read those 
books and then appraise Professor Call- 
cott’s comments, to see if my criticism is 
unjust. I will give one example, though 
others could be cited: Luis Manuel Rojas, 
La culpa de Henry Lane Wilson en el gran 
desastre de Mexico, tomo I, Mexico, 1928. 
The title is on the first volume of a work 
that never got down as far as the relations 
between Henry Lane Wilson and Huerta. 
Apparently that subject had been reserved 
for a second volume which the author never 
completed, at least to my knowledge. I 
cannot understand how anyone can read 
this volume and accept Professor Callcott’s 
comment on it. The correct comment 
should be, in the space allowable: “subject 
not indicated by title.” Only in the front 
matter and preface is there an indication 
that the author expected to take up the sub- 
ject indicated in the title of the book. 

I am sorry to have to make these adverse 
criticisms of Professor Callcott’s book, but 
you sent me the book for an objective and 
scholarly review, and I esteemed it my 
duty to write one according to my best 


judgment. SAMUEL Fracc BEMIS 
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LETTER TO THE EDITOR 


EASTMAN KODAK COMPANY 
ROCHESTER, N. Y. 


March 24, 1943 
Dear Sir: 
My attention has recently been called to 
a statement in an article by Professor Clyde 
R. Miller appearing on pages 179-180 of 
THE ANNALS for September, 1942, as fol- 
lows: 


“The extent to which the goal of busi- 
ness as usual persisted in the minds of 
high officials of many important Ameri- 
can firms, even as late as the spring of 
1942, was revealed in disclosures by the 
United States Department of Justice be- 
fore the United States Senate of patent 
arrangements between American and Ger- 
man business firms. By such arrange- 
ments, involving such firms as... East- 
man Kodak, ... production of war mate- 
rials greatly needed in the United States 
was restricted to the advantage of the 
Axis Powers, Such arrangements indi- 
cated the state of mind of many business 
executives who believed that business as 
usual would be and should be conducted 
with firms in Germany, Italy, and Japan.” 


The Eastman Kodak Company has not 
made any such patent arrangements as are 
indicated above, and I have been unable to 
locate and the writer of the article has 
failed to inform me of any disclosures by 
the Department of Justice involving the 
Eastman Kodak Company or its executives. 
Accordingly, I consider the statements and 
implications in the above quotation, so far 
as the Eastman Kodak Company is con- 
cerned, wholly untrue. 

(Signed) N. M. Perrins 
Patent Counsel 
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